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RESTRICTIVE TRADE PRACTICES COMMISSION, 


IN THE MATTER OF 
an inquiry 
Regarding Loss-Leader Selling. 


Aes 


Hearing held (in public) in the Supreme Court 
Building, Ottawa, Thursday, September 16th, 1954. 


Paton Caos 


PRESENT: 
C..pnodes Smith, (6.0. M.A. UG. B..B.C.L., 

Chairman. 
Guy Favreau, Q.C.,B.A.,LL.B., 

Member. 
A.S. Whiteley, B.A,M,A., 

Member. 


Bor 


APPEARANCES; 
Mr. N.W. Wickwire, Q.C., 


Counsel to the Commission 
Mr, Paul Gerin-La joie 


Mr. R. M. Davidson, Secretary to the Commission 


Mr. L..A. Skeoch Senior Economic Adviser 
to the Director of 
Investigation and Research. 


Yeon 


REPRESENTATIONS: 
Better Business Bureau 


Represented by: 
George S. Piers, Manager (Ottawa and Hull). 
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THE CHAIRMAN; Mr. Wickwire, is the 
Better Business Bureau first this morning? 

MR, WICKWIRE: I believe they are 
scheduled first, Mr, Chairman, yes. 

THE CHAIRMAN: Then, is the Better 
Business Bureau prepared to proceed now? 

MR, PIERS: Yes. 

THE CHAIRMAN: Then, would you come 
forward, please. I understand the Bureau has 
no brief, but will answer questions; is that 
right? 

MR, .clbeieolaheve no orier no. 
There was a group of questions submitted to me, 
and I said I would try to answer them, 

THE CHAIRMAN: Then, will you proceed, 
Mr, Wickwire? 

MR. WICKWIRE: Yes. Would you please 
give us your full name, 

MR. PIERS: I am George S. Piers. 

MR. WICKWIRE: And you represent the 
BeLver business (purest. Piens2 

MR. PIERS: Mr. Chairman, I should like 
to inform the Commission, if you please, that I 
am acting on behalf of the Ottawa Bureau, I 
happen to be Secretary of the Association of 
Better Business Bureaux, but I do not wish to 
have anything I say related to that, Because 
some of our Bureau managers are not in agreement 
with what is going on, somewhat, But as the 


local Bureau manager, I thought that we should 
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try to do what you folks would like, to answer 
your questions, 

THE CHAIRMAN: You represent the 
Ottawa Bureau? 

Mi, PEERS: Yes cand, unofficially. the 
others, 

MR. WICKWIRE: Would you just tell us 
something about the nature and the extent of the 
Canadian Association of Better Business Bureaux? 
How extensive is it? 

MR. PIERS: Perhaps it might be just 
as well if I were to read the purposes of the 
formula under which we were granted our constitu- 
tion by the Dominion Government, 

MR, WICKWIRE: Yes, that would be fine. 

MR. PIERS: “It ts as follows: 

To encourage the formation of, to assist 
in the development of, to render service 
to better business bureaux engaged in 
fostering truth in advertising, and oppos- 
ing fraud and deception and/or unethical 
practices in the advertising, offering 
and selling of merchandise, security, 
services, employment, or anything of 
value to the public; 

To study and recommend the effective 
methods of operation of such organiza- 
tions; to prevent in any lawful manner 
the wrongful or deceptive use of the 


name or words "Better Business Bureau"; 
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to provide conference facilities-- 
and so on. That is the Association of Canadian 
Bureaux, and each Bureau is covered with the 
same formula, related down to its own opera- 
tions, Each Bureau, wherever it operates,-- 
and there are seven of them in Canada--is 
autonomous in its own locality. We receive no 
other support from any other Bureau or organi- 
zation, 

Generally speaking, what I have read to 
you is the form of operation of each Better 
Business Bureau in each centre, We are con- 
cerned locally in just what I was saying and, 
necessarily, in the formation of other bureaux. 

THE CHAIRMAN: Is it financed by 
contributions from the local--- 

MR. PIERS: The Better Business Bureaux? 

THE CHAIRMAN: Yes. 

MR PIERS: Yeserituas, «tf Taney add, 
we happen to be, in addition--the Canadian 
Association is known as District No. 7 of the 
Association of Better Business Bureaux, which 
is the international Association. We receive 
a certain return of our fees to that organiza- 
tion to maintain and operate our own, Each 
Bureau, under the constitution, pays a certain 
small fee, which as yet has not been rendered 
to our Association because we get sufficient 
the other way. 


In the case of the local Bureau, it 
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is maintained by membership fees from business 
firms in the city where it operates. We do not 
carry, aS & general rule, private memberships. 
The Ottawa Bureau has none, I think the 
Toronto Bureau may have a couple in the form 
of dodprs, The rest of us, to my knowledge, 
have no private memberships, 

THE CHAIRMAN: That is, they are 
either corporate memberships or business part- 
nership memberships? 

MR, PIERS: We just take them in as 
straight members, just as a business firm, 

THE CHAIRMAN: The name of the firm, 
whether it is a corporation or a partnership? 

MR, PIERS: Yes, exactly, 

THE CHAIRMAN: And you said that 
there are seven; in what centres are those 
seven bureaux? 

MR, PIERS; Starting in the east, the 
Maritimes are covered, with the office at 
Halifax; and then there are Quebec, Montreal, 
Ottawa, Toronto, Winnipeg and Vancouver. 

THE CHAIRMAN: Nothing in Alberta or 
Saskatchewan? 

MR, PIERS: It is interesting to note 
that we hope to have a Bureau very shortly in 
Calgary; that is in process of formation at the 
moment, 

MR. WICKWIRE:; Are there any organi- 


zations known as Better Business Bureaux in any 
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of the other centres of Canada, which perhaps 
are not affiliated with your national body? 

MR. PIERS: No, there are none that 
we know of. I might add, for the benefit of 
the Commission, that the bureaux work very 
closely in cooperation with all Chambers of 
Commerce and Boards of Trade and, of course, 
the enforcement.officers in all cities and 
provinces, including) cur own RC MP. 

MR, FAVREAU: Excepting the Halifax 
office, Shay Sache over the whole 
of the Maritimes--- 

MR. PLERS: Yes; 

MR. FAVREAU: ---what is the juris- 
diction of the other bureaux--municipal or 
provincial? 

MR. PIERS: It would be partly pro- 
vincital in the case of Ontario, My territory 
is from Pembroke to Kingston and to the Quebec 
border. The Toronto territory is west of that; 
and then each other Rureav ts in its own province, 

MR. WICKWIRE: Would the Winnipeg 
office have had, in the past, any jurisdiction 
over or any activity in Alberta and Saskatchewan; 
or is it purely Manitoba? 

MR, PIERS: No, purely Manitoba, 

MR, WICKWIRE: So at the present time 
Saskatchewan and Alberta would be without repre- 
sentation? 


MR, PIERS: That is true. They are 
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included in the territory of Manitoba and 
British Columbia, but we do not send anybody 
in there to operate at all, 

This may be of interest to the 
Commission, that all bureaux receive communica- 
tions from all centres of Canada, and whichever 
Bureau is nearest to that, where the communica- 
tion came from, it is up to them to try to do 
what they can by mail, if it is something of 
the nature with which we have to deal, 

MR. WICKWIRE: Now, Mr. Piers, during 
the hearings before this Commission it has been 
said on more than one occasion that one of the 
major complaints of the retail appliances 
dealers and distributors, particularly, relate 
not so much to the extent of price cutting as 
to the use of misleading advertising. This 
advertising is said to include such practices 
as advertising nailed down appliances, By 
that it has been suggested that the desler 
would advertise one or two late models of, 
let us say, a television set, at a very deep- 
cut price, and that when customers came to 
his shop to purchase those articles they would 
have "Sold" tags on them; and perhaps in some 
instances they would have the names of fictitious 
persons or the names of persons with fictitious 
addresses; and the customer, having come to the 
store, the shopkeeper or his salesman would 
then try to sell him another article. That is 


one type. 
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Another type of practice complained 
about is the advertising of appliances which the 
dealer does not have in stock at all, 

Another type would be fraudulently 
advertising obsolete models as current models, 

Another practice complained about is 
the use of pictures of more expensive models in 
advertising lay-outs, and the advertising of 
&@ price purportedly applying to this model, but 
in fact applying to a cheaper model, 

Other practices alleged were said to 
be bait advertising, based in some cases upon 
defective or reconditioned merchandise, and 
misleading information as to the coverage of 
the guarantees on parts and services; excessive 
charges on time payments; extra charges for 
delivery and installation, and similar matters, 

MR, PIERS: Yes. 

MR. WICKWIRE: Now, having put all 
that before you, can you describe, in any detail, 
any specific prectices which the Better Business 
Bureau have had occasion to investigate? 

MR. PIERS: You have asked several 
questions, Which one would you like me to deal 
with first? «Shall-I take the, first one? 

MR. WICKWIRE: Yes, all right; take 
nailed down appliances, 

MR i PLERS: ~~ That. is) the case of 
articles that are sold when the parties go into 


the store, and they are told that they are sold, 
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or that they have been sold. 

MR. WICKWIRE: Well, there is one 
specific complaint made before this Commission 
by a dealer that a competitor had advertised 
models of a certain model of General Electric 
Appliance, and that when the customer came to 
the store to buy it at the price advertised, 
the two models had "Sold" tags on them, There 
were no other models in stock, except those two, 

MRS, PIERS eed bnigh tas Mey Ghat: 
may I answer the question asked in as broad a 
form as I wish? 

It is perfectly true that there are 
firms throughout the length and breadth of 
Canada who do just exactly that. We have them 
here in the city of Ottawa, 

As a matter of fact, only two days ago 
a lady phoned to our office. She went to a place-- 
it was not in connection with TV; these were 
garments on sale, She appeared at the door, and 
when the door opened she went in, and was actually 
the first customer, But the goods were all sold, 

Now, the store qualifies that to us 
when we asked them as to why they did this. They 
say, "Well, some of our clerks have sold those 
to their friends." I said to them, "Why did you 
advertise, then?" "Well, we did not know that 
this was the case," JI said, "Have you no control 
over the operation of your clerks, for you are 


definitely misleading the general public, and 
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you are getting a group of men or women at the 
front door of your store, and they cannot buy 
the goods when they get there." 

Another item, along similar lines, 
would be in the case of--well, I am thinking 
of ments coats, This happened some few years 
ago, and I have no doubt it will happen again, 
in certain types of stores. 

The Montagnac is a very, very farous 
re omens an advértiser will sometimes advertise 
a large group of Montagnac coats, He will not 
say the number. We try to get them to show how 
many they have. You, or I, or anybody else 
can go to the store and we will find only one 
coat, But there will.be alot of other coats 
that may not be in the class of the Montagnac, 

Frequently the salesman in his 
effort to make a sale, and without, let us 
say, the knowledge of the manager, will say to 
the customer, "Well, this coat is just as good 
as a Montagnac. We all know that." 

This does go on, And there are certain 
types of stores whch do this frequently. We 
have them here in Ottawa, and we have them 
throughout the country, We hear about it when 
we meet together--we bureau chaps--and we know 
about it. 

Immediately we go after a store of 
that kind and we say, "Why did you do that?” 


Well, they have always got a story, just as I 
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have related. Does that partially answer your 
question? 

MR, WICKWIRE: Yes, I think it does, 
Now, what steps, if any, does your Bureau take 
to offset or to stop that sort of practice? 

MR. PIERS: » Well, we try’to go to 
the management, We do not like to use the big 
stick, In fact, the whole operation of the 
Better Business Bureau is to try to maintain 
the very finest of ethical operations or 
standards between customers and firms. And we 
know, in this room, firms that can pass that 
category without much trouble. But there are 
others which do not, 

So we go to the firm and explain to 
them, "We have had a complaint against your 
firm, and this is the form of that complaint." 
We read them the complaint. We suggest to 
them that they do something about it. We even 
offer to help them, And when the complaint is 
settled--if it is settled, and frequently it 
is--there are some stores which will not settle; 
they are not interested in it. We try to show 
them the error of their operations and get them 
to run along lines of proper ethical business 
standards. And we supply them with whatever help 
we can, 

If on the other hand, sir, well--we do 
not use any antagonistic sticks. if you might 


call them that, or sledge hammers; we do not like 


“— rh “SAT 


oe uit i ne, ae vais ‘ih fe pan ade jon 
Nees ; | 


moe i] 


We a 


teks ms a 
$40 eos deat eo # x0! saatter tt 
i i ony t 


i ‘otha gt nf 7 a w Ka i nt ot, 98 soe ory ede 


i 


no! # ee youn . rag “ - av oe volt S 
neck & pt 4A ta | banyan 

te antiti ened Bed 

apie © 


vA wT. ks 
RE 
tab io Lm 
shronss £ ii yedao 
"Wy Mh: : 


wn a wnhpey 


1 ote le \ 
Bs dug Pc.) 


eee, mien ‘4 


“de Gi, “ Pan hal a Shy oie? 
Sodteonay tog are 


pce gh ae shot cheat ot 8S A | aoeabaedé 


oe ee txioy 


te gin. we ie ey 





a) 


-3861- Mr. Piers 


to do those things. But we do have a source of 
unfolding the story of what has happened, in 
our bulletin, which we publish from time to 
time for the information of our members, 

Uniess it is a serious case, we will not 
necessarily mention the name of the firm that 
has perpetrated the act. We will just refer 

to it in general terms, and say what has been 
done to overcome it. 

MR, WICKVIRE;: So that, any correc- 
tive measures being applied by the Better 
Business Bureau to date have been of a persua- 
sive nature, to try to make them see the error 
of their ways, and particularly to correct 
them? 

MR. PIERS: Yes. 

MR. WICKWIRE: Any other types of 
complaint or bad business practice that have 
come to your knowledge, or the knowledge of 
your Bureau? 

MR. PIERS: You have referred to 
bait advertising. I brought with me two or 
three sheets of some of the recent issues 
from our local papers, on some four firms, 

I would like to suggest to the press, if I 
may, that they withhold these references to 
any particular firms in the city of Ottawa, 

THE CHAIRMAN: It may not be neces- 
sary for you to name them, 
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name them, 

THE CHAIRMAN; We would like to have 
the advertisements before us, but I do not 
think you need publicly to state the names, 

MR. PIERS: All right. I am afraid 
I was going to do that. I am glad you kept me 
cigar of 10. 

The method that is used in this bait 
advertising operation started some seven years 
ago, and I happened to be in the city of Winnipeg 
at the time. This particular operation was 
advertising a vacuum cleaner. The method that 
they were using in the copy, in the advertising, 
was definitely misleading and misrepresentative, 
I was fortunate enough--and I am speaking 

Beorscna eet was fortunate enough to get the 
oueaevens Meee any further advertising 
because of its nature, 

The then general manager, who is today 
the president, of the firm, visited Winnipeg 
with a mass of copy, and asked us if we would 
O.K. the copy for his future ads. We refused, 
We said, "We are not in the business of selling 
vacuum cleaners, and you will have to submit 
the copy. We will then pass it and look at it, 
and so on,” 

Since then there have been a lot of 
these organizations spring up. And I again 
speak personally, Mr. Chairman, It is my belief 


that the result of that started operation of 
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seven years ago has trained a lot of men to go 
into this business of bait advertising. This 
is a method that is used on sewing machines and 
vacuum cleaners and floor polishers, and other 
items known to us as home appliances, They 
advertise similar to this advertisement here, 
items at $10.50, $19.50, $10.50 again, and so 
on and so on, 

MR. WICKWIRE: Perhaps we had better 
have them marked as exhibits. 

THE CHAIRMAN; Yes, we will mark them, 

EXHIBIT NO, OF-10; Sheet, 


awa, zen, 
August 25, 1954. 


EXHIBIT NO, OF-ll:; Sheet, Ottawa 
ete Cluizen nuguSs bt Pls Lose. 
MR. WICKWIRE: Exhibit OF-10 is a sheet 
from the Ottawa Citizen of August 25, 1954. You 
have submitted that to illustrate what? 
MR. PIERS: Bait advertising. I was 
explaining the method that is used by salesmen 
of these companies, At the present time there 
Ls inthe case or one firm, of whiten ‘you have 
&@ sample there--I think it is probably OF-1l1-- 
in which they have a radio broadcast, and the 
persons listening to it are supposed to call 
the firm and answer a question, And the ques- 
tion, incidentally, is: the most ridiculous 
you ever heard. However, they answer it, and 


in that manner they get the name of the party, 
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and @ prospect, 

Then, a man goes to the home with one 
of these cheap machines, and he demonstrates 
the machine, After the presentation is over 
the customer may say, "Well, I will purchase 
that", More often than not, the salesman will 
say, "I.am sorry, we have not got that immedi- 
ately, and I will have to bring it to you at 
a later date." But before he does finally do 
this he says: "Now, you have heard this machine. 
You see what it will do, But Ivwnt you to see 
our other machine." And he promptly goes to 
his car and brings in a higher priced article, 
and demonstrates it. That is referring to the 
item on Exhibit No, OF-1l1. That is this one, 
You have a similar copy of it there, 

MR. WICKWIRE: OF-11, I believe. 

MAY PIERS: >) in. the scasé.0f /OFre10; 
Exhibit OF-10, the «cleaner: ts ‘a rebuilt one, T 
think, Does it say that it is rebuilt? 

THE CHAIRMAN: Yes, it says, "Beauti- 
fully rebuilt." The other one says that, too. 
They both say, "Beautifully rebuilt". 

MR. PIERS: That method is that they 
will go in with this rebuilt machine. Usually 
it makes such a horrible noise and it has so 
little effect in its work on the floors--and 
perhaps I should not interject this--but the 
fellow says, "Now, you would not want to have 


that around here, Mrs, Jones, would you?" 
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Why, you could not hear the telephone ring.” 
So he hops up and brings in the higher priced 
article, and attempts to sell it to her. 

But supposing Mrs. Jones says, "No, 
I want this article." So he accepts from 
Mrs, Jones a cheque, or a down payment. And 
when he goes out the door he will hand it 
back to her; so that legally he has returned 
the goods, and the transaction is completed. 
She will seldom get the machine she has 
asked for, 

The Better Business Bureau has had, 
since I have returned to ea yaeeand ee 
happened in Winnipeg when I was in the Winnipeg 
Bureau--we have had several instances where 
women have definitely asked for the cheap 
machine; and we have gone after the firms 
concerned and asked them to supply the machines, 
We have been told that they did not have any, 
that they were expecting them in, 

Mr. Chairman--and this is a sort of 


a by-play--they are still coming in. They have 


‘yet to be delivered. But they will return the 


money; they will go out and return it, ina 
hurry. 

One of the managers of a local firm 
jumped on me about it, and I told him quite 
frankly what we thought of him. And the result 
is that he is now paying attention to what he 


is doing. 
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MR. WICKWIRE;: H6dw general is that 
practice? 

MR, PLAS: 1b is quite general, Mr. 
Chairman, I think it may be a little more 
prevalent in the city of Ottawa at the moment 
than in some of the other cities, But in the 
cities where there are no eptoocndee I cannot 
answer your question--I do not know what may 
be happening there. There are four such firms 
operating in the city of Ottawa at this moment, 

MR, WICKWIRE: Can you tell us anything 
about any of the cities where you have bureaux-- 
if that sort of thing is going on? 

MR. PIERS: Well, I understand from 
Toronto that they had some 12 types of operations 
known as bait advertising; and I have been 
informed by the Toronto manager that nine of 
them have gone out of business, because of the 
people, I suppose, becoming wise, and perhaps 
checking with the Better Business Bureau first, 
end using our ramous slogan which, if I may, i 
shall interject here--"Before you invest, 
investigate." 

THE CHAIRMAN; Is it yow opinion, enone 
that this sort of procedure tends, to some 
extent, to defeat itself in time? 

MR. PIERS: weil. in the case of one 
firm it has not done that. But we have taken 
the stand, all of us, that the entire lifeblood 


of that type of operation is advertising. We 
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know that they cannot get near a customer, except 
by advertising. And we have talked to the news- 
papers--I, myself, personally--have talked to 

the newspapers, and we have talked to the racio 
stations, And they all say the same thing--"Well, 
they pay us good money for this,"--and we know 
that they do, They have to have advertising in 
order to exist, because otherwise they could not 
get customers, They will not go into the stores-- 
or our experience has been that only a very 

small number of them will. 

THE CHAIRMAN: I was thinking it would 
not be very long before they would make quite a 
number of enemies, 

MR PIERS.) 2aey do, 

THE CHAIRMAN: Among their purchasers, 

Mie TIERS; They do. 

THE CHATRMAN: And in the course of 
time, the more business they did the more enemies 
they would have, and the more rapidly they would 
be out. of business. 

MR, PIERS: Well, Mr. Chairman, may I 
just make one remark; you will remember what 
P. T,. Barnum said. 

THE CHAIRMAN: Yes; but I do not think 
that a business ever flourished very long on 
that motto, 

MR. PIERS: I would like to go along 
with you, there; but, you eon, there are a lot 


of marriage’ taking place, and these young folk 
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have not very much money, They have got to 
have cleaners and sewing machines in their 
homes. And they buy one of these things--or 
they think they are buying it--and they get 
stuck with something else, 
The unfortunate part of it is that 
these young folk, when they do this--well, 
there is always a contract that they have to 
sign, We warn them, "Remember, when you sign 
a contract, unless there is something in 
writing that states that the company will make 
changes or alterations, you have had it. That 
is all." And there is very little we can do 
on that score. 
MR, WICKWIRE: In what way can you 
warn a person beforehand? 
MR. PIERS: If we hear of this we 
will do it in pretty quick order, We put out 
booklets along this line--and I will hand some 
of these up to the Commissioners. 
Vint ChATHMAN; Perheps these could 
be grouped as one exhibit. Do you wish to 
have them filed as an exhibit? 
MR. WICKWIRE: Yes, the group of them, 
EXHIBIT NO, OF-12: Three booklets 
entitled, respectively, 
"Your Home, a Paradise for 
Gyps"; "Bait Ads that hook 
your Dollars"; "Things you 
should know about the 


purchase and servicing of 
Television Sets", 
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MR, WICKWIRE: How wide is the circu- 
lation of those pamphlets? 

MR, PIERS: At the moment they are 
Only to our members, We have 300 members in 
Ottawa. I would like to say this, that the 
service of the Better Business Bureau, through 
that practice, goes straight into every employee, 
into their homes. We give to a firm, when they 
become a member, a sufficient number of copies 
of the little pamphiet we have, telling them 
of what the Bureau will do for on and we 
give them sufficient of those copies to give 
to their employees in their pay cheques or pay 
envelopes so that they may take them home, Ard 
we say that we would be very glad to hear from 
them at any time. 

MR, WICKWIRE: Now, how effective do 
you think this practice is in stopping the 
matters complained of? 

MR, PIERS: Would you complete your 
question, please? 

MR. WICKWIRE: How effective do you 
think the practice is in circulating these 
pamphlets in stopping the matters complained of? 

MR. PIERS: The only way I can answer 
that question is that we keep a record of the 
calls we are receiving from employees of member 
firms, and we are receiving eee we did in 
the past. They are calling us on many subjects. 


We keep a record of every call, and whom it is 
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from, and its subject matter, and where they 
work--whether it is for the Government or what 
we term the general public or a member firm. 

I brought my reports for the last 
three months, just to give an outline of some of the 
various subjects that we have. But I think 
this is detail which it would not be necessary 
to place before this Commission, 

I can tell you that the largest 
subjects that concern us are home appliances 
with regard to bait advertising and food--that 
is, food dispensing and methods of freezing, 
and so on, and also home furnishings mer in a 
large relationship, real estate, due to the 
operations in this area of a firm selling 
cemetery lots. 

And then there are some other lines. 

We have quite a large dist of categories we put 
the calls into, But those are the main ones 

we get the largest number of calls on. Some of 
them are complaints, and some of them are 
inquiries. I would presume that the complaints 
would be about 15 per cent, Perhaps that 
figure is a shade high, but that would be an 
outside figure, 

THE CHAIRMAN: The complaints are about 
15 per cent: of the calls made? 

MR, PIERS: Yes, We had in the month 
of August a total of 477 telephone calls, letters 


and interviews, and we divide those up. 
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THE CHAIRMAN: Is that the month of 
August? 

MR. PIERS: Yes, the month of August, 
The other bureaux will have a larger percentage 
because of their size and staff. Home appliances 
were O7, food was 67, and home improvement was 
233; apparel--that is clothing--both men's and 
ladies!, 22; and then it goes all the way down. 
It might be interesting to the Commission to 
have what happened in the whole organization, 
the international group, for 1953. In that year 
all bureaux on both Sides of the boundary line 
handled 1,895,500 calls concerning various 
subjects, And there again, home appliances 
were first. Construction--that is, home 
consttuction--was second, 

MR, WICKWIRE: Complaints about home 
construction? 

MR, PIERS: Yes. The complaints were 
50 per cent of the inquiries, 

THE CHATRMAN; 50 per cent? 

MR, PIERS: Yes, that is the whole 
organization, 

THE CHATRMAN: Your record is only 
about 15 per cent, 

MR, PIERS: Yes, but I am speaking 
about one category. Counsel has just asked me 
about construction, home construction, Com- 
plaints in that were 50 per cent of the 


inquiries, The complaints on the whole thing 
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were away, away down--the whole organization, 
Then, the third largest group was television, 
The United States has had television much longer 
than we have, but it will increase with us now. 
Then, the fourth category was Piper tind, the fifth 
was magazines, and so on, That is the whole 
organization, sir. 
I one jike Go submit, if I may, for 
the benefit of the members of the Commission, 
this information in the form of a questionnaire 
sent out by the Vancouver Better Business Bureau 
in reply to questions submitted. 
THE CHAIRMAN: We will mark that 
questionnaire as an exhibit. 
EXHIBIT NO, OF-13: Questionnaire 
y the Vancouver Better 


Bureau, and replies thereto, 
* 


MR. WICKWIRE: This questionnaire was 
submitted, you say, by the Better Business Bureau 
of Vancouver--to whom? 

MR. PIERS: He submitted some to 
private homes and businesses and professional 
people, I think he sent out--well, I have 
forgotten just how many he sent out, I just 
thought you might like to know it. But he 
does not say how many he sent. However, I 
think there were some two or three hundred. 

But I would not like to state exactly. 
MR. WICKWIRE: Was it just sent to a 


cross-section of people? 
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MR, PIERS: It was a cross-section, 
yes, 

MR. WICKWIRE: Of citizens in 
Vancouver? 

Mi Pinner fen, that is’righnu, - They 
were picked out at random, They were unknown 
to the Bureau, except to some of the members 
who received it. 

MR, WICKWIRE: Does your Bureau take 
any other steps, Mr, Piers, in correcting these 
practices about which you have received com- 
plaints? 

MR, PIERS©S Yes, if a’ complaint is 
of a nature which requires the civil or the 
criminal courts to take part in it, we will 
assist those two groups, and we will send the 
parties concerned, or either of them, depend- 
ing upon what it is-~-we will assist them in 
every way to overcome the situation, 

May I take a moment just to relate 
an instance which happened just on Monday of 
this week. We received four telephone calls 
in very quick order from an area outside the 
city, in the west end. The parties were two 
young men calling on these homes and selling 
or attempting to sell a book purporting to 
be on the subject of education, In all of 
the four cases we got, three of them reported 
that these men said they were from the 


Separate School Board, and in the other 
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instance the parties said that they were repre- 
senting the Department of Education of Ontario, 

Knowing that it is usual when such 
a thing happens--and neither of those two bodies 
sell booklets in that form; we would know about 
it before they shareee if they did, because 
the Department always cooperates with us--I 
tried to reach a house--I got on the location 
and I tried to reach a house BRE ad! and to get 
the chaps and see what it was they were doing, 
and ask them to come in and tell us their story. 
I was unable to do so, 

So I had to turn to the only other 
place, and I asked the provincial boys if they 
would pick them up, And they brought them in, 
There was no charge laid, 

MR. WICKWIRE: You mean the Provincial 
Police? 

MRF LERSs . Yes... And, Shey. brought 
these two lads in, One fellow was quite dis- 
turbed over this act. I said, "You have made 
four calls Poa and the people have got the 
idea that you are representing the Separate 
School Board and, in the other case, the 
Department of Education, What do you represent? 
We would like to know at because obviously 
you are doing something that apparently is 
misleading somebody somewhere? What is this 
all about?" So he attempted to tell me, He 


said, "My general manager is in town," TI said, 
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"Where are you from?" He Mein "T am from 
Toronto." I said, "If your general manager 

mB ton it might be a good idea if I had a 
talk with him," 

So we let the matter go, They went, 
and next day the general manager came in. He 
told us the story. I Bia "This is the story 
we get, Why are your men using this procedure?” 
He ee ‘They-do not use it." I said, “Will 
you give me the story of what they use?" So I 
am quite satisfied that any gentleman in this 
room would certainly think thee after hearing 
the ceed edie pl and certainly the beginning 
of the presentation--he would assume that they 
represented doneeay, either the School Board 
or the Department of Education, because the 
subject they spoke about and talked about was 
ere ri tae | i, ene very Tires ti) Line. 

I questioned them seriously and 
closely about it. And I suggested to the 
general manager that they change their methods. 
He did agree with me. He Th "IT can see 
quite easily how it could happen." So they 
went back to Toronto--they left that night-- 
and they told me that they cancelled their 
business that they had taken that day. I have 
no way of proving that, because we don't know 
whom they sold to. And they sent me a copy 
of their enn their written nen of what 


their salesman was to use, I did not bring it 
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with me, because I did not think I would need 
to use it, 

MR. WICKWIRE: Which would only be 
a guide, I suppose? 

MR, PIERS: ey that is all, because 
when a man is selling you cannot walk around 
with him all the time and see what he is going 
to do, But the impression certainly was left-- 
and I got that impression, and I am satisfied 
you would have got it, although there was no 
actual name used--but they have changed their 
methods, at the suggestion of the Better 
Business Bureau, 

MR. WICKWIRE: And that, I take it, 
Mr, Plers, is the type of thing that your 
Bureau would track down and investigate and 
make suggestions to correct, all over the 
country? 

MR. PIERS: That is right, It might 
be interesting to the Commission to know that 
while we are at this time in this room there 
has started within the last two days another 
operation which we have asked the president 
and the secretary to check on--and this is 
going to affect every one of us; and until 
the Bureau is satisfied that what they are 
doing is right--and the ladies who spoke to 
me about it, they are sending us in a 
written statement. We have asked these 


ladies to send it to us, I am satisfied that 
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the president and the secretary of the organiza- 
tion will change their procedure, But at this 
moment it is not good, I just say that to show 
you that we have it going on right now, 

MR. WICKWIRE: Is there anything else 
that your Bureau does to check these practices? 

MR, PIERS: well, that is a pretty 
broad question, 

MR, WICKWIRE: Have you ever had 
occasion in your Bureau to inaugurate prosecu- 
tions under section 406 of the Criminal Code, 
relating to advertising? 

MR, PIERS: No, not to my knowledge. 
The bureaux have never gone to the criminal 
courts for anything of that nature, We would 
rather not, If it comes to a case of the 
courts, we suggest that we will supply as 
much information as we can to the complainant, 
so that he can be guided in what he does, and 
take it to the proper authorities, 

We will appear--I have appeared in 
one or two instances on behalf of complainants 
in order to relate the circumstances and the 
stories that were told to me at the time I 
first met fee and so on, 

MR, WICKWIRE; That eo appearances 
in the criminal courts? 

MR. PIERS: Anywhere; we will go 
anywhere to assist, 


MR, WICKWIRE: But you have appeared 
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in the criminal courts on behalf of complainants, 

MR PIBRSs, 6s), “I -nave. 

MR. WICKWIRE: And in those cases would 
the charges have been those of obtaining funds 
or moneys by false pee or something of 
that nature? 

MR. PIERS: This particular instance-- 
26 Was Mmotcin. this city, | Lb was because ‘of a 
statement made by a man selling another line of 
& product; Well, tetius pub (Lt this ea that 
there were two competing lines of products, and 
this man made the statement about the other 
product to the effect that if the purchaser had 
purchased the other product, he would have a 
very serious malady take place in his Hire) and 
that eventually he would die, that death would 
overtake him, 

MR, FAVREAU: And that part, the 
latter part of his statement, was quite a 
was it not--that eventually death wouid take 
place? 

MRS OP LERS: oxYes, (perhapsies., pave 
this particular lad did quite a lot of this. 

We warned him about it. But he kept at it, 
and eventually several people took action 
against him and the company itself, and we 
appeared to answer questions as to how the 
stories came to us. That was in the criminal 
court, 


MR. WICKWIRE: Now, then, does the 
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effectiveness of any action taken by your Bureau 
tend to be greater in some areas than in others? 
I mean by that is it greater in the small 
centres, as compared with the metropolitan 
areas? 

MR. PIERS: I am glad you brought that 
point out, I will have to give you another 
instance, if I may--because these are things 
which illustrate the work we do, In the month 
of June a man well known to a and well known 
to the authorities, attempted to sell furnace 
installations to a lot of people in the city. 

MR. WICKWIRE: The city of Ottawa? 

MR, PIERS* “Yes, the city of Ottawa. 
he collected down payments amounting in the 
15 instances we know about, of from $25 to 
$200. And he did that in pretty swift order. 

He was a nice appearing chap. When we got 

the information we did not stop to fool about 
it. We said, "You go straight down to the 
police"--because we knew the man had a record, 
But, unfortunately, the fellow skipped town, 

Now, he went into a smaller area 
where there is no Better Business Bureau. So 
what we did, to assist the eee was that we 
sent a letter to the towns in the Valley, and 
asked the cooperation of the Boards of Trade 
and the Chambers of Commerce in those towns 
to check on this man, He had an accomplice, 


And we said that if he was residing in any of 
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the hotels, that they should wire us promptly-- 
because, by that time our local Ottawa police 
had a warrant for his arrest. 

We nearly caught him--but I do not 
think he has been caught yet. Then, when he 
Slipped through the Valley, we asked the coopera- 
tion of the Ontario Hotel Association, They 
shot ‘out a'direetive to get him, But this is 
the point I want to aelies that when the Better 
Business Bureau catches up with a man, he knows 
that he can go into the smaller towns, where 
there are no Serhan and where there is only 
avery small chance of the people in that town 
knowing too much about his operations. 

MR, WICKWIRE: In other ena | your 
remedial measures are more effective in the 
centres where you have bureaux than they are 
in the smaller centres, 

MR. PIERS?! Yes; that is right. 

MR, WICKWIRE: But do you have members 
of your organization from the smaller centres? 

MR. OPIERS?, Notvtoo many, sie? 

MR, WICKWIRE: Not too many? 

MR. PIERS; No. They would be in the 
form of Chambers of Commerce or Boards of Trade, 

MR. WICKWIRE: Now, that brings up my 
next question. What assistance do you receive 
from other bodies in maintaining the principles 
of the Better Business Bureau? 


MR, PIERS: That is a pretty broad 
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question, May I say that we have full cooperation-- 
let me put it that way. 

MR, WICKWIRE: Some such bodies as 
Chambers of Commerce and Boards of Trade? 

MR, PIERS: Yes, and the enforcement 
officers, 

MR. WICKWIRE: Is that pretty much 
Canada-wide? 

MR. PIERS: Yes, it is. We enjoy the 
very best of relationships with them all. I 
think it should be known to your Commission that 
we are quite jealous and proud of the fact that 
the bureaux do a job that there is no other 
organizatiom in Canada that we know of, or in 
the United States, does anything like. 

If I may use a vulgar cain we have 
no axe to grind. We will assist anybody. We 
do not ask what their creed is, or anything like 
that, at all, If they feel that they have been 
dealt with unfairly, and we think that they have 
been unfairly dealt with, when we hear the story 
they have to tell us, we will try to take over 
their battle for them, 

MR, WICKWIRE: Have you noticed any 
trend toward any improvement in the level of 
ethics in advertising? 

MR. PIERS: Yes, there has been, One 
particular line of endeavour is the sale and 
distribution of magazines, That lends itself 


quite easily to racketeering and unfair practices, 
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That has been greatly reduced, due to the 
establishment of what is known as the Canadian 
Central Registry. 

MR, WICKWIRE: Would you describe that 
Canadian Central Registry? What is its purpose? 

MR, PIERS: I think that the principal 
purpose is this, that it includes the publishers 
and the agencies who sell magazines from door 
to door, or otherwise, in an organization, their 
purpose being to control the men who sell the 
magazines, and to take effective measures against 
those men if they step off the beaten path, 

When @ man becomes associated in 
selling magazines for an pied he is supplied 
with a card on which appears his photograph, 
Many of you no doubt have seen them, I understand 
that is renewed every month. If, through the 
representative of the Better Business Foreen: or 
any other agency, Central Registry is notified 
of his actions, he is given an opportunity to 
clear himself; and if they are satisfied he has 
not done so, then his name is circularized with 
all the agencies and all the publ tanenee and he 
is just about through in that line of business, 
The complaints received by all bureaux in Canada 
and the United States--because they have a 
tremendous one down there--are away down to 
what we used to have a few years ago. I would 
not say they @re entirely eliminated, but 


they are away down, 
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MR, WICKWIRE: As your bureau and 
your affiliated bodies have succeeded in 
stamping out certain of these bad practices, 
do new ones tend to develop, or new techniques 
of misleading advertising? What has been 
your experience? 

MR, PIERS; Well, they do, that is 
true, There is always some chap who comes 
along with some new idea, and he will try it. 
And when we hear about it we have to ferret 
it out, and find out what is at the bottom of 
a 

MR, WICKWIRE: He will at least try 
it once, anyway. 

MR, PIERS: Yes, they do. 

MR. WICKWIRE: How far can consumers 
obtain protection against misleading advertising 
from educational work and advice on the part of 
an organization such as yours, and how far from 
organizations set up by sellers to promote 
higher moral codes? Do you think both should 
work in unison? 

MR, PIERS: I would be inclined to 
Say las that they should. But perhaps I do 
not understand your question quite clearly. 

MR, WICKWIRE: Well, with organizations 
such as Better Business Bureaux and the work 
which you do in combination with the sellers of 
goods--that is, the legitimate people--working 
together, do you think that that is quite 
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effective in stamping out these practices? 

MR BIERS elves. 

MR, WICKWIRE: Now, Mr. Piers, one 
authority on advertising, Neil H, Borden, has 
written on the Economics of Advertising, and 
has suggested eHaitss in connection with encourag- 
ing honesty in advertising--- 

The law almost perforce must limit itself 
in efforts designed to prevent the grosser 
departures from probity. To attempt to 
make sellers speak without bias would 
present a hopeless case in enforcement, 
The sale of dangerous or immoral products 
can be banned. Sellers' recommendations 
for the use of drugs or other products, 
in harmful quantities, fortunately can 
be ostracized by the law. Fraud and 
gross misrepresentation can be legis- 
lated against with some success, 
And that is the end of the quotation, My ques- 
tion is, how far would Better Business Bureaux 
be inclined to agree with this view and, more 
generally, what does it consider to be the 
role of legislation in enforcing honesty in 
advertising? | 

MR, PIERS: Well, do I understand that 
you are asking me to make a statement on what 
this Commission is studying? 

MR, WICKWIRE: Well, the Commission 
is studying this sort of thie and they would 
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like to know, I know, your views. particularly 
on the question of legislation, or your sugges- 
tions in that connection, 

MR Oo PIRRS - Ole think: thaththerrole of 
the Better Business Bureau would be that 
private enterprise should go ahead on its own 
and not ie necessarily to the legislation 
of a law or an act which would force advertisers 
to do certain things which they know themselves 
they should not do, 

I think, though, Mr, Chairman, that 
the problem would be bey that we will always 
have these violations which are on the fringe. 
Using our own Steterent we claim that 97 per 
Cent of business is ethical, But it is the 
three per cent that causes all the trouble. 

Or, using a simile which is sometimes used, 

if one bad apple is in the barrel, the whole 
barrel is going to go bad--or that at least 

we should not ostracize the whole barrel. 

THE CHAIRMAN: You do not mean that 
the other 97 per cent will go bad, in this aes 
do you? 

MR, PIERS: No, perhaps I have got 
myself turned around, But I remember two 
years ago--and I do not remember whether this 
came before the present Comenicn or whether 
you have seen it; I asked your Secretary about 
it, as to whether he had seen it--but I am 


referring to a submission of a brief by the 
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Montreal manager under date of February 18, 
1952, under the heading of an explanatory 
brief. 

He refers to it as the objectives 
of a national trade practices board to assist 
Canadian business and the public. 

THE CHAIRMAN: This document can be 
identified, and marked now as an exhibit, 

EXHIBIT NO, OF-14; poeirent, 
explanatory brief, sub- 
mitted by the Governor 
of the Association of 
Canadian Better Business 
Bureaux, 

MR, PIERS: At that time I think there 
must have been something going on. I was in the 
west at the time, It is in regard to the 
possible formation of a trade practices board 
along the lines of the Federal Trade Commission 
of the United States, webs as you know, at 
various times issue with respect to companies 
what they term cease and desist orders, That 
might be helpful in this regard. 

As to the general practice of the 
control of Sadan ptdine’y as we see it daily 
amecthe press ~{l sthink1teis rather difficult 
to ask the Government to set up an Act to do 
that, because I do not think the public would 
like it very much, 

MR, WICKWIRE; mise: do you think it 
would be difficult to amend existing legislation 


in order to control that kind of thing? 
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MR. PIERS: I do not happen to know 
what the existing legislation is, I have not 
Bou tea, copy of aLt 5 

MR, WICKWIRE: Well, I am going to 
read to you, Mr, Piers, section 406 (2) of the 
Criminal Code, 

MR, PIERS: All right. 

MR. WICKWIRE: It says; 

Every person who publishes or causes to 
be published any advertisement for promot- 
ing either directly or indirectly the sale 
or disposal of any real or personal, 
movable or immovable property, or any 
interest therein, or promoting any 
business or commercial interest which 
contains any statement purporting to 
be one of fact which is untrue, deceptive 
or misleading, or which advertisement is 
intentionally so worded or arranged as to 
be deceptive or misleadirg shall be Tae 
upon summary See to a fine not 
exceeding $200 or to six months imprison- 
ment or to both fine and imprisonment, 
And then there is this proviso; 
Provided that any person publishing any 
such advertisement accepted in good faith 
in the ordinary course of his business 
shall not be subject to the provisions of 
this section, 


Now, it seems to me--just before you answer the 
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question--it seems to me that a person who 
publishes or who causes to be published any 
statement which is untrue, deceptive or 
misleading--and those are the things we have 
been talking about--should be subject to 
prosecution under that section, Would you 
tell me, from the point of view of the Better 
Business Bal why there have not been 

more prosecutions? 

MR, PIERS: - I donot ane Mr, Chairman, 
this is the first time I have heard the Act, 
We have never had any occasion to use tah 
myself, In fact, speaking purely pene ri Ges 
do you say there are three dan (aeeeanive. 
untruthful---" 

MR. WICKWIRE: It is "untrue, 
deceptive or misleading", 

MR, PIERS: Yes, well, you have to 
establish proof of that, 

MR. WICKWIRE;: Or when the advertising 
is intentionally so worded or arranged as to be 
deceptive or misleading, 

MR. PIERS: Well, in one of the 
examples placed before the Ree in regard 
to bait rer eine | that can be termed as 
untrue or misleading. It goes to all the 
members of the organization. 

MR. WICKWIRE: I am wondering why 
there have not been more prosecutions under 


that section of the Criminal Code; and I am 
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asking you, as secretary-treasurer of the 
Better Business Bureau, why that is so, 

MR, PIERS: Hnorricially. for the sake 
of this discussion, 

MR. WICKWIRE: Unofficially, yes, I 
should like to know if you can suggest any reason 
why it is not used more widely to stop these 
practices of which we are Donne hie: and about 
which many others are complaining. 

MR, PIERS: yes, well--may I say 
personally that I would be inclined to think 
that probably the reason is that they do not 
know that that section 1s there, I must be 
honest with you in saying that I never saw the 
thing until you read it just now. I knew it was 
Lhere, “put 1. could nov get a copy of it, If 
that is made available to everybody throughout 
the country--I think that is one of the reasons 
it has never been used, We certainly never have 
used it. 

MR, FAVREAU: It might be because the 
section leaves too much room for the possibility 
of defence; because I think quite a degree of 
intention has to be proved under the section, 
That is perhaps why it has not been used more 
often, 

MR. WICKWIRE: That might very well be, 

MR PIBRSe, tt. could be. [do mot know 
whether Toronto and Montreal may have had instances 
of that kind. I cannot speak with any knowledge 
of that, 
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MR. WICKWIRE: There was one sugges- 
tion--or, at least it was mentioned before 
the Commission--in Toronto, where there had 
been &@ case in that city in which a newspaper 
took some steps to make certain that advertising 
appearing in its columns was truthful Syereiuies 
before it would allow that advertising to be 
printed and published. It was pointed out that 
in cases where the advertiser would advertise 
such practices as nailed down Roidenses® or 
untruthful a arreser es that in future they 
would not take his advertisements, Do you 
know of any such instances as those practices 
throughout the country? 

MR. FIBERS: Yeo. I referred to one 
when I was speaking to you about bait advertising 
in the city of winnipeg. | 

MR. WICKWIRE: Yes, I believe you did. 
You said you were fortunate enough to get the 
newspaper to withhold further copy. 

MR. PIERS; Yes. 

MR. WICKWIRE; And that was in 
Winnipeg? 

MR, PIERS; Yes. And I believe 
Vancouver has had such instances--although I do 
not know how many. But I did hear of one some 
years back, 

That is a difficult question--at 
least it would be difficult to put into eaten 


I should imagine, by the newspapers, It has been 
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told to me here in town by our own advertising 
managers that to edit all copy that comes in 
over an advertising desk would be quite a job. 
My answer is, "Well, you will know when we 
notify you of the action of a certain firn, 
and then that would be one case where we 

would ask you to edit." But they do not do 

eB ee 

MR, WICKWIRE: You mean, when at 
least there is ground for suspicion? 

MR. PIERS: Yes, 

MR, WICKWIRE: I suppose it would 
be asking too much of a newspaper to make 
any publishers responsible for the truthful- 
ness of all advertising, That would be just 
asking too much, would it not? 

MR, PIERS: Well, I think it would, 

yes--although newspapers from time to time, 
some of them, have been pretty sharp with 
some firms, I know of one newspaper with a 
worldwide circulation that I think we could 
mention, One can consider that everything 
they say, whether in advertising or in news 
matter, is absolutely authentic. I am 
referring to the Christian Science Monitor, 
I do not know of any other, although my 
newspaper friends at the back--because I 
was in the newspaper business some years 
ago; they may disagree with me--but I 


believe the Manchester Guardian comes pretty 


AOL A v 
7 i 


tty Oe iat 88 


Al 


‘gt ne antes 





~3892- Mr. Piers 


close to it. And I think the New York Times 
comes in there, too. Certainly the Christian 
Science Monitor does, They will not accept 
anything like that, 

Mind you, in those circumstances, 
every newspaper will at some time or another 
take something in good faith, and it will get 
by--sure, But, when they find it out, and we 
bring it to their attention that it is really 
flagrant--well, I could give you an instance 
in a case of vending machines, It en tanad ae 
machine operator from Toronto who actually 
stuck two farmers in this area for $5,000. 

He came in here and got advertising in the 
newspapers, Both papers did not realize what 
had happened. When we drew it to their 
attention, they tried to get more space, but 
they could not get it. 

MR. WICKWIRE: Thank you, Mr. Piers. 
I believe I have nothing further, 

MR, PIERS: I would like to present 
this book, if I may, to the Commission, It 
is a book published by the Association of 
Better Business Bureaux, known as a Guide to 
Retail Advertising and Selling. In this we 
have drawn up suggestions on how to handle 
copy on different subjects, We would like to 
present it to the Commission, and I know they 
will find it helpful. 

MR, WICKWIRE: How wide a distribution 


does it have? 
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MR, PIERS: It is used by all bureaux 
and it 1s available to all members of bureaux 
and all organizations who request it, 

EXHIBIT NO, OF-15: Guide to 
reta advertising and 
selling, fourth edition. 

MR, FAVREAU: Mr, Piers, in his first 
question Mr, Wickwire asked you about certain 
things which he had listed as a whole series 
of practices complained of before this Commission, 
You began with the first practice, and then you 
got on to another subject and it was not finished. 

MR, WICKWIRE: We finished with bait 
advertising, 

MR, FAVREAU: It might be a good idea 
to go through those, 

MR, WICKWIRE: I am glad you raised 
that, because I had overlooked it. Are there 
any other practices drawn to your attention on 
which action has been taken? If so, what are 
they? For instance, the advertising of appliances 
which the dealer does not have in stock at Bi, 

Or the advertising of goods which the dealer 
does not have in stock, 

MR, PIERS: There have been one or two 
instances of that, but they are not very broad, 
because the difficulty was to get the information 
on them, We can only say that if a buyer goes 
into a store and asks for something, and they 


say that it is not there for sale, well, you 
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just cannot get it. However, I can tell you 
about some bait SAyertigine. where they adver- 
tise an article that they have not got in 
stock, 

MR, WICKWIRE: I suppose, now, Mr, 

Piers, that the illustration you gave us 
| previously, about advertising certain clothing, 
and when the people arrived to buy it they were 
told that it had been sold to the clerks, 

MR. PIERS: That the clerks had sold 
them to their friends, supposedly, yes. 

MR, WICKWIRE: That is the same sort 
of thing. How frequently does that happen? 

MR. PIERS: It takes place usually 
at the time of sales, That is usually when it 
is done, I am glad you asked me that because 
it is a qualifying question in answer to it. 

THE CHAIRMAN: How often would that 
be, about? 

MR. WICKWIRE: How general is the 
practice? 

MR. PIERS; Not too general, I would 
say, and it is practised usually by firms that 
we look upon as those firms doing business in 
an unethical way. 

Once in a while it has come to our 
attention that some of our recognized firms 
have done it, We call them immediately and, 
brother, they turn handsprings to clean it 


up. But it is not their general policy to 
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act in that way. Sometimes a local manager may 
do it, unknown to the general manager of the 
firm. But it is not done very frequently on 
that score, 

You did ask a question about illus- 
trations, The illustration in an advertisement 
which appears is not what the customer sees 
when he goes into the store--that is the allega- 
tion--or that it may be a better item. Well, 
we had a point not long ago in connection with 
& refrigerator, A firm was advertising a 
certain make of refrigerator under a price 
which was obviously for the purpose of sale, 
When the parties went to get the a ee 
they found it was not as illustrated, The 
qualifying statement by the firm was, "We did 
not say so," I said, "You used it as an 
inference, and it was misleading." They 
agreed that they would not use it again. But, 
to use our term, the damage was done. 

I think it is clear to the Commission, 
and I think you all know that illustrations 
are available to all advertisers from the cuts 
service of all newspapers, And if they are 
unable to get a cut of the product that they 
are selling, they have to resort to the mat 
that is supplied by the newspapers, And 
sometimes this mat or this illustration mat 
may not be too close to the article in ques- 


tion, And it happens often in connection 
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with home appliances and in furniture than 

almost anything else--and perhaps boots and 
shoes, Apparel is not too significant from 
that standpoint, 

If the appliance is the appliance 
of a recognized manufacturer--- 

MR. WICKWIRE: A brand name, 

MR, PIERS: Yes--he usually supplies 
the cuts, But this advertisement we had occa- 
sion to deal with, a matter of about eight 
weeks ago, it was not supplied by the manufac- 
turer. So it had an element of being meieaaing) 
but we could not say definitely that it was. 
The point was that they were talking about 
refrigerators and they wanted them to see them, 

THE CHAIRMAN: It was a refrigerator, 
but not the same in appearance or design? 

MR. PIERS: Well, it was fairly 
close, but it was not exactly, no, 

MR. FAVREAU: What was the relative 
frequency of that practice in relation to 
others, or is that unimportant? 

MR. PIERS: it.1is hard to sey. i 
think you will find in issues of all newspapers 
that the cuts that are seen there, in many 
instances, are not necessarily what you will 
see in the store, 

MR, WICKWIRE: Will they be reason- 
ably close to it? 


MR. PIERS: Yes, they will be. 
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MR, WICKWIRE;: For ence. take in 
the case of a television 44M if a dealer adver- 
tises a G.E. ap and the set published in the 
paper is a G,E, set, and when you or I go to 
purchase that set, are we shown a Westinghouse 
set? 

MR. PIERS: You could be, yes--you 
could be, You could ask for a G.E, set and--- 

MR, WICKWIRE: But if the publisher 
who supplies the cut does not happen to have a 
cut of the G.E. product, will he put in a cut 
of the Westinghouse product? 

MR, Libs: Oh, no, 

MR. WICKWIRE: So that when you go, 
it will be a G.E, machine? 

MR. PIERS: on, ‘- I think you will 
find that no publisher will have cuts available 
of a brand name, marked as such, 

MR. WICKWIRE: No, because they will 
be supplied by the advertiser? 

MR, PIERS: They will be supplied by 
the advertiser, yes. And if the advertiser 
does such 4 trick--and it has happened--he is 
in hot water, good and plenty, from two sources-- 
from Westinghouse, from G.E. and from us, And 
the whole three of us would be on his tail. 

MR, WICKWIRE: That is very infrequent? 

MR. PIERS: Yes, very intrequent, 

MR, WICKWIRE: Have you have any 


instances of complaint of pictures of more 
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expensive models in advertising lay-outs being 
exhibited, and then when you go to the store 
you find the ones for sale are of cheaper 
quality? 

MR, PIERS: I think that is the 
answer, perhaps, to the fact that newspaper 
cuts are used, and a man selecting a cut--I 
know in my own days of advertising I would 
take a cut as near to the thing as I could, 

It might be a cut that you might think, 
Pedetiyeiyl was a good deal more valuable, 
from your own point of view, and mine might 
be quite different. 

MR, WICKWIRE: But the instance 
you complained about, is that because you 
did not have a cut that was on all fours 
with the article, and you got one that was 
the nearest thing to it? 

MR. PLIERS: Yes, 

MR, WICKWIRE: And there was no 
intent to deceive? 

MR. PIERS: WNo, none at all, 

MR. WICKWIRE: Do you know if that 
practice has been used with intent to deceive, 
not by the publisher but by the person paying 
for the ad? Do you know of any case that has 
been brought to your attention of that kind? 

MR, PIERS: Well, I can recall one-- 
it was away back, a good many years ago, I 


cannot recall it exactly, because I have 
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forgotten some of the details; but I do recall 
one, And I remember that the upshot of it was 
that the party using the cut was given a 
pretty bad handling by the parties whose cut 
they used, 

MR. WICKWIRE: Or of advertising 
obsolete models as current models? 

MR, PIERS: That could happen, 

MR. WICKWIRE: Has that practice been 
extensive? 

MR. PIERS: No; not By beneive: I 
wouldn't think so, But it is tise I am 
afraid, because they have not got the up-to- 
the-minute model, We generally will tell 
them, "You should qualify that." 

MR, WICKWIRE: In your Ets ieee 
I take it the principal complaints with respect 
to advertising are nailed down appliances and 
bait advertising? 

MR. PIERS: Yes. 

MR, WICKWIRE: And that that is quite 
general? 

MR. PIERS: I would rather not say 
"quite general", I would say it crops up from 
time to time, 

MR, WICKWIRE: From time to time? 

May PIERS.) Yes: 

THE CHAIRMAN: A small percentage of 
the total number of stores? 


MR PIERS: “ I would say*so, yes’. 
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MR, FAVREAU: Have the American bureaux 
made any kind of report to the other bureaux con- 
cerning their experience with respect to the 
application of certain American state laws con- 
cerning bait advertising--such as in California, 
for instance? 

MR. PIERS: I am afraid I cannot 
answer that, because the operation, as we cae. 
between the two countries is so different, 

There are certain things that take place that 
never seep across the line, 

I have in mind one procedure--and I 
have just forgotten how we termed it--but it 
was in connection with the sale of ivenobi ted. 
and some very high financing stunts. We have 
not had that in this eae at all, anywhere-- 
even in Toronto or Tage where these things 
usually crop up, We have not had it, at all. 

So that I am afraid brats while we 
might know generally the operations and actions 
across the a we would not pay too much 
attention to it, We generally like to consider 
that our Canadian laws are just about tops, 

That is what those boys down there think of oee 
anyway. 

THE CHAIRMAN; I should like to be 
quite clear on one point, From your evidence 
I gather that your activities, and what you 
refer to as your functions, are in the field 


of personal dealings with the firms complained 
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about, rather than having recourse to the law 
and the courts, and that because of that there 
have been no extensive studies made by the Bureau 
of the legislation? 

MR. PIERS: That is right. 

THE CHAIRMAN: Or of any shortcomings 
that they may think exist? 

MR, PEERS=— (‘Thet 1s right. 

THE CHAIRMAN: And you have no specific 
suggestions to make with respect to amendments 
of the law? 

MR, PIERS: I don't think so, no, 

THE CHAIRMAN: And do you feel eo 
in the main, the activities of the Bane et 
coupled with what assistance they may find it 
necessary to call in, from enforcement officers, 
is pretty effective in eliminating at least 
partially, if not entirely--at least reducing 
it to a very small amount--these false and 
misleading practices which you have been dis- 
cussing? 

THE CHAIRMAN: You think it has been 
pretty effective, with the assistance of these 
enforcement officers? 

MR, PIERS; We oe yes, And there 
are instances where we have been able to 
eliminate the action, In others we have been 
able to curtail it to a great es depend- 
ing upon its seriousness, Of sens 3 nine 4 
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the parties that they go to the courts and we 
help them, 

THE CHAIRMAN; Thank you for appearing 
here today. 

MR, PIERS: I thank you for the oppor- 


tunity. 
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---Upon resuming 


REPRESENTATIONS: 

Canadian Association of Consumers: 
US 5 ee ee VOU LO UG Ue yl s% 
National President. 

THE CHAIRMAN: I believe the next 
presentation is on bpenalf of the Canadian 
Association of Consumers, is it not? 

MRS, VAUTELET: May I bring my forti- 
fier with me? 

THE CHAIRMAN; Yes, 

MRS, VAUTELET: Mr, Chairman, may I 
say before beginning that we had to prepare 
this submission with an understaffed office, 
due to the holidays, and I find that there 
ars two or three errors in typing and copying. 
I shall try to draw your attention to them as 
I go along. In at least one case it changes 
the sense of what I oe and in another case 
there is an error in @ word, I shell draw 
those to your attention, if I may, as we 
proceed, Shall I begin now? 

THE CHAIRMAN; As you wish, You are 
free to make a preliminary statement before 
you oo i yOUL wa eli. 

MRS, VAUTELET: That was my preliminar7 
statement, Mr, Chairman, The brief I am present- 
ing is as follows: 

In presenting this further submission 


to these hearings, the Canadian Association 
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of Consumers wishes to complete its statement 
of position on possible loss-leader legisla- 
tion in the light of an examination of the 
various other briefs presented in the course 
of this inquiry. It also wishes to 

re-state and place on record its position 

on an issue which many of these briefs have 
substituted for that of loss-—leadering, 

the question of resale price maintenance, 

In reviewing the submissions presented 
to this Commission which have come to our 
hana, we have been unable to find any 
arguments of a nature to alter the views 
on what might be acceptable loss-leader 
legislation as stated in our main submis- 
Sion of last June. 

we found that many briefs presented 
before this inquiry outlined very real and 
often painful problems besetting a retail 
trade in process of moving out of a long 
drawn-out, comparatively easy "selling 
market" into a more normal but more 
difficult "buyers market", As a consumer 
association may we say here that we are 
examining the testimony of retail problems 
which these briefs CR EN and that 
where consumer understanding and improved 
consumer wisdom in buying may be a factor 
in solving these Le we will try 


to present such facts to our members and 


ree 
uf y ae ' 


Pgs 6 tit auton 9: saben ae eau’ 
"aati te Da vikannaunie Ao 


4 : 





-3905- Mrs, Vautelet 


consumers generally as may encourage them 
to be part of the solution of these problems, 
not part of the problems, 

The major problem that seems to beset 
Trade and Industry at this moment, however, 
appears to us to be simply "competition" in 
either straightforward or more subtle forms; 
and the majority of views presented seem to 
be mainly pleas for a limitation of the 
more painful aspects of this competition 
where the particular trade or industry 
testifying is concerned, We have always 
understood that competition was the 
"weather" of eres as the elements are 
the weather with which farmers must 
haste and just as it is not possible 
for farmers to choose their weather or 
appeal to society to protect them against 
ne we fail to see how individual selling 
groups can hope to adjust their "weather" 
of competition to the level each group 
thinks is easiest to meet. Nor do we see 
how in the long run the businesses con- 
cerned would themselves benefit from an 
outlawing of all forms of price-competition 
save that of their own choosing, Unless 
the interests pleading for one or other 
stringent form of loss~leader bans, 
such as compulsory uniform mark-ups and 


cost-plus principles, really believe that 
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undercutting their preferred prices is 
financially unprofitable - hence economt- 
cally unjustifiable for those who do it - 
(in which case such altruism towards the 
consumer would rapidly cure itself through 
extinction of the altruists). It seems 
evident that what they wish to ban is a 
financially rewarding system of selling 
they themselves do not wish to adopt. In 
most cases no ethics of selling seem 
involved in the methods of pricing cited - 
though one or two might be questioned - 
but only a conflict between those who 
choose rapid turnovers and small mark—ups 
and those who ee or will ae use 

the same system, 

Since it is not predatory price-cutting 
but merely inconvenient, and in some cases 
painful, methods of pricing and selling 
that are in the main cited as reasons for 
freezing resale prices by law throughout 
the land, we wonder if the cure suggested 
would not tend to produce chiefly three 
results, none of them profitable to anyone 
over a long period of time, though there 
might be profit to a limited group of 
retailers over a short-term period, As 
we see it the consequences of a price- 
maintaining form of loss-leader legislation 


would be: 
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(1) Reduction of the consumers! 
buying powers. We are puzzled actually by 
the potion implicit in the plea of some 
selling groups for protection against 
challenge to their own higher mark-ups; 
that consumers - like the public's idea 
of government - have limitless funds that 
can be tapped without exhaustion, Since 
the more consumers must spend on one 
article or category of Seep the less 
they will have to spend on other articles 
or categories of eee the end result of 
making buying more expensive for consumers 
is to limit his buying to a narrower 
range of goods; to penalize all produc- 
tion, and to lower in the long run 
consumer standards of living. 

(2) The second point of consequence 
would be to diminish the spur to retail 
efficiency by removing the major item of 
price as an ingredient in competition at 
the retail level, This tends to allow 
partition of a local market between more 
retail outlets than are needed by that 
market, and to allow three dealers in 
one class of goods to exist marginally 
where two might live with profit - with 
consumers paying the initial price for 
such saturation and the dealers involved 
suffering over a longer, hence less 
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We do not think it mere coincidence 
that it is in the one-time resale price main- 
tenance areas of trade such as the pharmaceu- 
tical, appliance and grocery Plelds, that the 
heaviest competition as to numbers of dealers 
in small localities exists, Many small com- 
munities that could provide a good living for 
two drug stores, perhaps three groceries and 
one or two electrical appliance outlets, are 
barely supporting three of the first and last 
categories and four or five retail grocers, 
This multiplicity of weak retail outlets 
tends to confuse consumers, is of advantage 
to the chain stores, discourages a steady 
consumer-clientele and is a direct consequence 
of the artificial "protection" through price 
maintenance of the past, We cannot see how 
a new form of price freezing through wide 
loss-leader legislation could produce any 
different. result. 

I might point out that the word "wide" was one 
word that was forgotten in the preparation of 
the brief. It continues. 

(3) The third consequence seems to us 
an inevitable future partnership between 
consumers and bootleg, cut-price dealers 
that has usually been the answer to 
limits on personal rights - not justi- 
fiable ethically. One cannot eliminate 
by law the logical desire of consumers to 


get the most for their money. One cannot 
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wipe out initiative and efficiency amid 
individual retailers and the normal wish 

to make more money through freedom to sell 
at mark-ups considered personally most 
advantageous, merely by calling it unfair - 
a charge difficult to bring logically, it 
seems to us--- 


' were also forgotten, 


And the words "it seems to us' 
---against any form of competition in which 
there is freedom to use the same methods as 
the other fellow. 

We are inclined to believe, after 
considering the briefs that have reached us--- 

The word "us" had also been forgotten, I am sorry 

for this clumsy job; this is the holiday season 

TOY UsSiy 

THE CHAIRMAN: The word "us" is in our 

copy, 811 right. 

MRS. VAUTELET: It continues: 

We are inclined to believe, after 
considering the briefs that have reached us 
that the interests pressing for general 
price-fixing relief are arguing chiefly from 
the level of their immediate needs, not from 
&@ long-range view of the consequences to 
themselves as well as to others of the 
remedies they ask, In some cases they 
appear to be arguing from the basis of what 
they fear will happen, not what has happened. 


A case in point is the admission in the 
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cross-questioning before this Commission 
after presentation of one appliance brief 


that sales had not dropped off...had in 


effect risen,..but that it was foreseen that 


they would drop off. Our Association could 


as logically plead for price-control at 1946 


levels because we feared that consumer buying- 


powers might return to that level, 
We do not feel, therefore, that we are 
acting against the interests of the groups 


we are forced to oppose in arguing against 


all loss-leader legislation except predatory 


price-cutting. 

The word should be "except", In the copy the 

words "but against" appear, It should be 

"except", 
The interests of these groups are closely 
tied to consumer interests, They cannot 
profit for any length of time unless these 
consumer interests are well served and 
protected, nor can they profit on a long- 
range basis through immediate remedies 
that must be paid for through a reduction 
in freedom and in enterprise, It is as 
much in the interest of those who sell in 
Canada as of those who buy that we reaffirm 
the position stated in our earlier brief, 
where we said: "The Canadian Association 
of Consumers opposes any definition or 


recommendation against ‘loss leaders! that 
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represents merely protection of retailers 
against competition when that competition 
is not predatory. Where use of cut prices 
becomes in its turn @ means of destroying 
competition, however, we endorse any 
necessary and fair strengthening of 
legislation that may be needed to police 
such practices", 

In relation to this attitude we wish 
to comment on two of the briefs presented 
to this Commission in the course of this 
inquiry. First because we feel that both 
made serious efforts to offer constructive 
solutions for identifying and handling 
predatory or debatable forms of loss- 
leadering - solutions that did not merely 
seek to pass on the bill for protection. to 
consumers - and secondly because we welcome 
the approach to our Association's attitude 
on loss-leader legislation and resale price 
maintenance embodied in both briefs. The 
briefs we wish to mention are those of the 


Retail Merchants Association--- 


I should say that here there should be added 


the words "National Foods Division, and the 


Saskatchewan Retail Merchants Association," I 


continue: 


---and of the National Council of the 
Baking Industry. We do not feel equipped 


to comment on the feasible aspects of the 
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suggestions made in these briefs. We can 
see, however, no prejudice to consumers in 
either of their formulas, Whether they are 
workable or not is a matter we will not try 
to deal with. As an earnest of constructive 
attempts to find their own solutions on the 
part of an important segment of Trade we 
welcome both submissions, 

RESALE PRICE MAINTENANCE 

When our earlier brief to this Commission 
was prepared there seemed no reason to extend 
it beyond the terms of reference given by the 
Commission, Since then, however, we have 
seen the debate brought more and more into 
the field of resale price maintenance privi- 
leges, This diswlacement of the issue has, 
we believe, confused the real question being 
examined and has prejudiced to a point the 
cause of those who may genuinely require 
additional protection against predatory 
price-cutting. It obliges us to state once 
more as briefly as possible our Association's 
attitude in relation to private price-fixing 
practices, 

Since the last of our three briefs on 
resale price maintenance fully covered, in 
its presentation to the Joint Parliamentary 
Committee examining the issue, all the facts 
and figures governing our position in this 


matter, we wish merely to re-state here 2a 
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few of our reasons for urging this Commission 
to disregard the arguments that the law against 
price maintenance should be repealed and to 
offer answers to some of these arguments, 

We would, first, like to question the 
charge that the present law on price main- 
tenance is a direct interference with business 
freedom, It seems to us obvious that the 
reverse is true and that what now exists is 
the LAW stepping in totean a private law that 
deliberately did interfere with freedom in 
business, e.g..- the freedom of a retailer to 
charge what he chooses to charge for goods 
he had bought, paid for and fully owned, if, 
as has been suggested, manufacturers should 
have freedom to set the resale prices of 
their products, should not retailers have an 
even greater right to set sales prices for 
the products which are wholly theirs by 
right of purchase? 

Moreover can freedom of this sort be 
limited to one group alone? Could Canada 
envisage calmly an economy where the builder 
of a house retains the right to set its 
resale price? Where the farmer could claim 
the right to fix his farm and dairy products 
resale cost levels? Or the artist what his 
signed painting must bring if resold? 

Should not Rights and Freedoms in a free 


country - words we play with rather lightly - 
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apply all across the board? When they cannot 
be so applied - and we suggest that even 
those pleading for a return of resale price 
maintenance privileges would draw back from 
the consequences of a general application of 
such privileges, when they cannot be so 
applied--- 
And those words should have been repeated in the 
brief, 
---freedoms of this sort become an 
exploitable "special privilege". We 
believe that any principle that cannot be 
applied reasonably or fairly outside of a 
special case should be deemed as suspect, 
The manufacturer claiming resale price 
maintenance rights - though chiefly, we 
believe, at the instication of his retailers 
who want this protection against price 
competition — actually buys in a price-free 
market the materials needed to produce his 
special article. Both manufacturers and 
retailers buy most of their personal needs 
in a free and competitive selling system. 
As consumers they are generally, or in 
roughly 80 per cent of their esas pro- 
tected by free price competition, As 
sellers we fail to see how they can ethically 
claim protection against such competition, 
It has been repeatedly claimed that a 


section of Trade and Industry will be unable 


estas 4h 


aha 


ee! P ors on, Fs 
¥ ‘s i ot é 


Wik 
ey ree a he 


ener a aa 


y ay va ber 


o 


ia t tag 2 ; 4 ' 


" ne ae 
me ree neoed e 


ee ae 


en ek , 
"ital olen oa eure) 


Bee 


iid buisness da eh aie 5 
oh, Saat kd BSS Me) 7) 


beige ry tey'e 
fake 
¥ ey nial Get fi a ‘ wey ea ‘ xe Be 
i . : aa , 
Ne ay) Pa 


| nies bhoe 
ms 


1 


} si 4s soto as aio 


a ne et ae ceabatl en i: 





-~3915- Mrs. Vautelet 


to survive if they continue to be deprived 
of price-fixing rights, At the time of 
the last resale price maintenance hearings, 
it was roughly estimated that only about 
20 per cent of our retail and manufacturing 
interests practised this system. We ques- 
tion, therefore, why a price-free, competi- 
tive market system under which 80 per cent 
of Canada's selling world manages to survive, 
and by and large flourish, should be a 
system this special 20 per cent cannot: live 
under...unless the explanation is that 
their very past private law of special 
protection has rendered them incapable of 
meeting competition; in which case the 
system condemns itself. 

That there may be some suffering 
among elements of the groups that were for 
long exempt from price competition seems to 
us inevitable if regrettable and hardly an 
argument for removing the present ban, 
Progress in basic ethics is never painless, 
As an extreme example, the abolition of 
Slavery economically ruined thousands of 
families in the United States and more 
industries throughout the world than we 
can estimate, Should slavery have been 
continued because of this? 

It has been widely argued that price 


maintenance does not raise costs to 
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consumers, We fail to see how this 

thesis can stand. A manufacturer must 
necessarily fix his resale price at a 

level high enough to give a fair profit 

to the retailers with the highest overhead... 
one in a luxury field or a high rental 
district for example, Otherwise such 
dealers could not stock his product, It is 
this price subsequently that is then frozen 
arbitrarily across all Canada, or wide 
sections of Canada. Resale price maintenance 
tends thus to exploit in particular the 

lower income and rural groups, by imposing 
high rental and overhead set prices on 
everyone irrespective of local variations 

in retailer expenses, It cannot avoid 

doing so, 

Inevitably such a system was valuable 
to the retaller using it, though it would 
have remained valuable only as long as it 
was restricted to a small area of trade. 

In numerous occasions it gave him a 
mark-up far in excess of what he would 
have normally charged in a price- 
competitive market, and since his 
competitors could not undersell him, he 
had smaller need than most to improve 
his own efficiency. The energy with 
which the 20 per cent of Trade and 


Industry concerned with this system is 
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fighting to regain it is proof in itself 

of how profitable--hence how expensive to 
consumers--the mark-ups under this system 
must have been. The figures given in our 
Association's resale price maintenance 
brief of threes vears beck are in themselves 
revealing, 

Moreover since the cost of doing 
business varies vastly between the big city 
store and the small village retailer who 
may own his own shop, and even between one 
section orf the land and another and one 
section of a@ city and another, it seems 
evident that nationally fixed prices can 
hardly avoid exploiting more people than 
they serve...if they serve even these, 

We have already mentioned the tendency 
to load too many retail units on a locel 
market that was fostered by the elimination 
of price competition through resale price 
maintenance. such protection can be an 
expensive luxury to those it shelters, 

Most of what we have previously said about 
protection against loss-leadering applies 
equally to resale price maintenance, since 
loss-leader legislation, exceptiin 
relation to predatory aspects of the 
practice would be resale price maintenance, 
Price maintenance reduces consumer buying 


power and also spreads it more thinly. It 
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tends to aggravate rather than ease compe- 
tition,.,but in a manner that does not 

bring the usual protection of competition to 
consumers, The evidence in the United 
States..,where Fair Trade Laws of extreme 
arbitrariness came in almost at the moment 
when Canada was freeing herself of the 
system...indicates that Trade has simply 
created the Discount Houses in restricting 
“hes normal price competition with the 
retailer across the street, The present 

law in the United States is not protecting 
Trade - this is openly admitted by the 

trade itself - it is merely mulcting 
consumers, and manufacturers are driven to 
avoid its penalties by trading with discount 
houses behind their own retailers! backs, 

We regret, in the interests of consumer- 
retailer relations, the protracted and 
tenacious fight resale price maintenance 
interests are carrying on to recapture this 
dubious protection. We suggest that 
consumers have an indisputable right to 
the only protection against exploitation 
they possess - outside of the dangerous one 
of government price-control - that is, free 
price competition, They have a right to 
believe that a system under which 80 per 
cent of the selling side of Canada 


flourishes is one the 20 per cent price 
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maintenance groups can also live under and 
flourish, Consumers have been called on 
ene neca BiG times in the past to pick up 
the bill for various protections that those 
who sell in Canada have asked for and 
obtained from government, or have created 
for themselves as with resale price 
maintenance, Today they are unpleasantly 
impressed by the continuing refusal to 
accept one of the infrequent bills for 
consumer protection now laid at the door 
of Trade and Industry. We hope that this 
is the last time our Association will have 
to speak to this issue, 
THE CHATRMAN: Thank you. Do you 
wish to add any comment yourself? 
MRS, VAUTELET;: No, I have no comment 
to make, 
THE CHAIRMAN: Then, perhaps Mr, 
Gerin-Lajoie would have some questions to ask, 
MR, GERTN-LATOT®: Mrs, Woetoe. 
perhaps you could explain a bit more fully a 
particular point or two mentioned in your 
Drier. 
MRS, VAUTELET: At what page? 
MR. GERIN-LAJOIEZ: Looking at the 
first page, you will see in paragraph three 
the following: 
52 The major problem that seems to beset 


Trade and Industry at this moment, 
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evel appears to us to be simply 

"competition" in either straightforward 

or more subtle forms; 
I wonder if you are in a position to say that 
your Association, or people in Canada, to 
your cow iedee are complaining--apart from 
reading the evidence before this Commission-- 
that people are complaining about loss leader- 
ing practices? 

MRS, VAUTELET: Do you mean if the 
consumer is complaining? 

MR, GERIN-LAJOIE: Yes, 

MRS, VAUTELET; Because a lot of 
people are complaining. 

MR, GERIN-LAJOIE: Among the con- 
sumers, I mean--either your Association, or 
groups or individuals? 

MRS. VAUTELET: We have met the odd 
individual among the consumers who has com- 
plained at a public meeting, when this issue 
was being debated; and in every case we have 
been able to trace they are the wives of 
retailers who belong to the resale price 
maintenance groups. And, though we feel they 
are fully entitled to their point of view-- 
and, indeed, if there were enough of them we 
would begin weighing it--they generally turn 
out to be one, perhaps, in a meeting. 

Mey I give you an illustration? I 


made a tour of our branches in Ontario in May 
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and June, and the questions of resale price 
maintenance and loss leadering came up in ques- 
tioning from the audience. In two cases out of 
six meetings, one individual member stood up 
and claimed, defended, the right of the manufac- 
turer to fix prices for the benefit of the 
retailer, That means that out of six pecan 
in which there were perhaps about six hundred 
women dee we had two members who protested, 
And, in each of those cases, there was an 
emotional interest in the matter, 

MR, GERIN-LAJOIE: Now, Mrs. Vautelet, 
you very kindly, apparently, expressed sympathy 
with the approach of two groups to the so-called 
problem of loss leadering. I refer particularly 
bOyvpees. four of your brier.. J wonder if if is 
your opinion that there is any need for legisla- 
tion at this time against the loss leadering 
practices in Canada? 

MRS. VAUTELET: That is a difficult 
question to answer. Of course, we have not 
seen all the briefs presented to this Commission, 
But some of them seem to have been suffering 
from acute pain. We are not in a position to 
say that this pain is not real, Our Association 
is not very keen.to present the side of the 
consumer exclusively, if the consumers' interests 
come in conflict with valid interests of those 
who sell, We are not in a position, like this 


Commission, to evaluite the testimony, as to 
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how true these claims of agony we have heard in 
the briefs may have been, Our consumers are 
inclined to believe that they are not very 
important. I am not at all sure that our con- 
sumers are fully equipped to know whether they 
are important or not; and that is why I have 
refused to pass judgment in the matter, 

We do realize, after listening to the 
testimony of the Better Business eae eet, that 
this question of exploitative price cutting is 
confirmed, And that is to the interests of 
no one, so far as we can see--to ere or 
anybody else. But what we welcomed in this 
paragraph, here, was the psychological indica- 
tion of a genuine and carefully thought out 
effort on the part of a segment of trade--an 
important one--to present its own solution, 
without simply saying, "Let the Government 
save us, and to hang with the consumer,” 

Also, we want to stress here the 
fact that we can see nothing in these sugges- 
tions that would be prejudicial to consumer 
interests, as our Association sees them. 

MR, GERIN-LAJOIE; Now, in this 
connection, I notice that your Association~-- 
MRS. VAUTELET: What page? 

MR, GERIN-LAJOIE: I am looking at 
the bottom of page six, but you refer to this 
point elsewhere. in your, brief, also... , Ido 


not have the exact reference. 
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MRS. VAUTELET: You are referring to 
retail units? 

MR. GERIN-LAJOIE: You say that there 
are too many--or that most probably there are 
too many retail units on any local market at 
the present time, 

MRS. VAUTELET: Many--not all. I think 
we refer to that at the beginning, on the second 
page, at the bottom of the page, 

MR, FAVREAU; Your second alleged 
consequence? 

MRS, VAUTELET: Yes, where we say: 

To diminish the spur to retail efficiency 
by removing the major item of price as an 
ingredient in competition at the retail 
level. This tends to allow partition of 
a local market--- 

MR. GERIN-LAJOIE; In this connection, 
have you examined in some way the proposal made 
in particular by the Retail Merchants Association 
of Saskatchewan, You understand, I imagine, 
that under that proposal a particular retailer 
would be obliged to resell the merchandise he 
offers for sale at the consumer level to other 
retailers, less a mark-up or a percentage 
determined by law. Would you not be afraid 
that under such a practice we might end up with 
keeping the same number of retailers as we have 
now, because al11 individual retailers would be 


in a position to benefit from the efficient 
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buying power of some large firms, for instance? 

MRS. VAUTELET: Do you mean that a 
marginal retailer in a small centre, such as 
we have noticed in our Association, what might 
be called the saturation of a market in some 
field--that in small centres, if there was a 
competent--and I am just trying to clarify this 
in my own mind--if there was a very efficient 
shopping centre, we will say, or a big chain 
store--and I am thinking of one particularly 
in Quebec at the present time--within driving 
distance, that the retailers who are being 
penalized by the consumers bringing their 
custom, their buying, to the large eens 
could go and require, under this formula, the 
sale to them at reasonable reductions of the 
goods they cannot compete with? 

MR. GERIN-LAJOIE: Quite so, 

MRS, VAUTELET: In their own locality? 

MR, GERIN-LAJOIE: Yes. And they 
would be kept alive in that way. 

MRS. VAUTELET: No, I do not think 
it would affect the situation we mention 
here, I do not know if it is feasible--and 
that I am leaving out of the question, You 
are asking me for a snap judgment , and in 
replying I am trying to confine myself to 
three or four cases upon which we base this 
remark in here, 


If the number of retailers ina 
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small town--and generally these are large villages 
calling themselves towns--is more than the market 
can sustain in free competition, the fact that 
they can get a free, or what I might call a fair 
chance, at goods which they cannot buy as cheaply 
from a wholesaler, because they are buying in 
small lots, but which the retail big stores can 
buy more cheaply, should not affect their 
existence in competition with each other, They 
will still have to compete in other fields, and 
I do not think it would enter into the picture, 
All they would be given there, if they 
really could use this method--and perhaps lack 
of cash might make it difficult for them to use 
it, I don't know, because, again, it is 
technical--but they would be given a fair 
chance of getting goods at a low initial cost-- 
and, again, I am sorry that I have not the 
proper technical phrase--for this purchase, at 
the wholesale cost, let us eae which they 
cannot get in their dealings with the producers, 
A case was brought to our attention 
not very long ago in the Province of Quebec, in 
connection with hams being sold in certain chain 
stores around Eastertime at a price below the 
cost level which the small dealer had to pay in 
buying them from the packer, This, of course, 
was the penalty which the packer--the trade 
itself--imposed upon its small outlets, and 


which we. protested against in our earlier brief 
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as being unwise on the part of the trade, and 
of the basic provider, 

But if ‘in.one.cas¢..there.are four 
grocers--they could normally carry two grocers-- 
but the fact that they can get their goods at 
competitive prices from the wholesaler is not 
going to affect their existence in their 
locality. Whereas the fact that their neigh- 
bouring grocer cannot undersell them would 
allow them to maintain their existence, Perhaps 
what I have been stating would happen more 
often in connection with druggists, 

There is one case I know of where 
there are two druggists living on a most 
marginal existence in a small township, beside 
two others who are doing very well. Except 
under a system of price maintenance they could 
not possibly have kept in existence; the two 
others would have been wiped out, It might 
have been rather harsh, but they are really 
just penalizing the more competent pharmacists 
in the village by just existing and getting the 
fringes of the income of the others, They are 
barely existing, ene and in the long 
run would probably benefit by being forced out 
of business, in that they are superfluous-- 
into either another village or another profes- 
sion, 

THE CHAIRMAN: I think what Mr. 


Gerin-Lajoie was wanting to get at was your 
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opinion on a slightly different aspect, that if 
these small dealers who are normally unable to 
buy in wholesale lots, were unable to get under 
the formula of the Retail Merchants Association 
of Saskatchewan goods at very nearly that lege: 
by obtaining them from a retailer who did buy 
them in that fashion, would they not be in a 
better position to compete with large-scale 
retailers and secure more of the business of 
the locality, and thereby be better able to 
maintain themselves? 

MRS. VAUTELET: They would be, I do 
not think it would affect their competition 
with each Go retey since they would all have the 
same right. I understood Mr, Gerin-Lajoie was 
asking whether they would not maintain the 
marginal cases. 

THE CHAIRMAN: I think what he meant 
was that it would give them a better chance to 
survive because they would get more of the total 
business by taking it away from the larger and 
the more efficient operators, 

MRS, VAUTELET; It seems that it 
would tend to even out the competition between 
the massive, large competitor and the small 
competitor, But it does not strike us as 
having any influence on the competition between 
the smaller ones in one locality, because they 
would all have the right to claim the same 


privilege, They would be getting some business 
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away from the big store. 

THE CHAIRMAN: But it would give them 
a better chance to survive. 

MRS, VAUTELET: A better chance, yes, 

MR. GERIN-LAJOIE: I wonder if your 
organization, or you yourself see any reason 
why, for instance, a large number of tobacco 
retailers, let us say in the Province of Quebec, 
for see rata should be preserved and protected 
by some kind of legislation like resale price 
maintenance? It has been suggested to this 
Commission that many such retailers are dis- 
abled persons, persons who would not be able 
to do any other type of job, and who would be 
a charge on the community if they were not 
holding these particular tobacco stores. Do 
you see any reason why those particular 
people, in that trade, should be protected by 
some kind of legislation; or would you include 
them in the same general statement that was 
referred to here, regarding the number of 
retail outlets? | 

MRS, VAUTELET; I think I have indi- 
cated, in a further statement, that there may 
be some suffering among elements of groups 
concerned. This is a airriculty, because many 
elements play into it, from the point of view 
of public sympathy. It would be considered 
from the point of view of public sympathy, 


and evidently public sympathy would go out 
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to those sacrificed on the altar of ethics--or 
who may have to be offered up, 

Our organization can see, however, no 
justifiable argument why the consumer must pay 
the price of protection toward the segments of 
an industry which are penalized by the behaviour 
of Bonen Of TRaG industry itself, As I think 
we mentioned in our previous ee a the case of 
the small cigarette dealer seems to us to exist-- 
and there again I may be speaking without the 
necessary technical knowledge in the matter-- 
but it seems to us to exist because the whole- 
saler is playing favourites in the prices he 
grants to his large outlets and small outlets, 

THE CHATRMAN: Do you mean the whole- 
saler or the manufacturer? 

MRS, VAUTBLET: The manufacturer, yes. 
The manufacturer is playing favourites. We can 
conceive of the difficulty of the manufacturer's 
position in relation to his desire to keep his 
distributor or wholesaler in the business, But 
we are also wondering if the manufacturer has 
seen far enough ahead, since he is now taking 
an attitude that is bound to destroy a large 
number of his smaller outlets, and to leave 
him sooner or later at the mercy of his few 
larger outlets, 

That, however, is his problem, not the 
problem of the consumers, Nox should what he 


is doing to his own retailer outlets be the 
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problem of the consumers to the extent that the 
consumers must pay all along the board, right 
across Canada, to protect his own outlets from 
what the manufacturer is doing to those outlets, 

MR, GERIN-LAJOIE: Mrs, vaubeuet that 
was one point that was raised before this 
Commission, most certainly. And I believe there 
is also a second point regarding the cigarette 
trade and that is, I take it, that the mark-up 
necessary to a grocery store is lower than the 
mark-up necessary to operate an ordinary small 
tobacco and confectionery store. So if we were 
to continue the present competition, it is felt 
by the tobacco retailers that many of this group 
would have to go out of business, Do you con- 
sider this as a normal play of competition which 
we have to contend with? 

MRS} VAUTERE TRS Tatdamot know if it is 
normal, but it seems to me inevitable--that is, 
unless we are going to take this principle and 
apply it right across. the board, where we shall 
continually protect the small man against the 
more efficient methods of sale, as they come 
up in the future, 

Inevitably, Mr. Gerin-Lajoie, it seems 
to me that these are not the last challenges that 
are going to come up in the way of finding out 
more efficient means of distribution, 

indeed, lecanrsee visions of a picture 


in the dairy industry, where laws will be asked 
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to protect the small trucking company that may 

be forced out of business, and who may lose the 
business of the local farmers in their milk 
trade, if the infinitely more advantageous system 
of the large tank collecting truck, which is now 
being used in many places in the United States, 
comes into being in Canada. 

I can see dozens--hundreds--of other 
fields in which, the moment a more efficient 
method is introduced by means of quantity col- 
lections, or quantity buying, or quantity Seen 
our Government will be called upon to pass laws 
by which the public cannot benefit from this 
system, simply because some man who is being 
threatened by the system requires protection, 

Would this be fair to the consuming 
public of Canada; would it be fair in the long 
run to our industries and trades? 

Would it not be a bar, a continual 
bar, to expansion and better methods? 

MR. GERIN-LAJOIE: Well, Mrs. Vautelet, 
the answers are to be given by you, not me, 

THE CHAIRMAN: Are not these things 
Simply evidence of competition, as you have 
mentioned? 

MRS, VAUTELET: Yes; almost all the 
instances we have mentioned in our brief-- 
perhaps not quite all--seem to be protests 
against various forms of competition, in 


which improved methods represent one of the 
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aspects of those forms of competition, 

MR, GERIN-LAJOIE: That is all I have 
to ask, thank you, Mr, Chairman, 

MR. WHITELEY: Madam Vautelet, in 
regard to the proposal put forward by the Retail 
Merchants Association of Canada (Saskatchewan) 
have you considered at all the possibility, from 
the viewpoint of consumers, that the enterprising 
merchant, who is always on the endeavour to 
secure special attractions for his customers 
and that has put him in a position to offer them 
something which some of the other merchants ata * 
not offer, would tend to lose some of that 
incentive if he knew that every bargain that he 
secured for his customers could be matched 
immediately by his competitors securing from 
him or through him the same goods to offer to 
their customers? 

MRS, VAUTELET: Mr. Whiteley, that is a 
possibility. It seems to our Association that 
almost any law that is not a great protective 
law against absolute predatory systems, must 
tend, inevitably, to reduce the incentive to 
progress and trade. 

Whether it would actually operate in 
that way--we tried to discuss it, and felt that 
we were not in a position to know that, 

MR. WHITELEY: Do you see no prejudice, 
you say? 


MRS, VAUTELET: We tried to evaluate 
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it in this way, to the extent in which we felt 
that this would be used--and we might have been 
wrong in this--but we felt that if this system 
was accepted, its use would be more by default 
than in operation. We felt that the knowledge 
that this could be retaliatory, a retaliatory 
measure against someone who was really practising 
predatory price cutting, would, reduce: the 
incidence of predatory price cutting. And 
reducing the incidence does not do any serious 
harm to the Sea iGW. because temporary predatory 
price cutting Is) not to the lasting benefit: of 
the consumer, 

If it was widely used--which at that 
time we were not considering; we were consider- 
ing it merely as a threat in the argument--it 
might possibly tend to reduce incentive, There 
are quite a few things that already do reduce 
incentive, 

I would say, as a snap answer at the 
present time, that the reduction would not be 
strong enough to affect consumer interests very 
deeply. The need to do better would still be 
there, And if a man is able to offer a 
bargain, through taking an unfair advantage, 
be Low profit, or at a straight no-profit coyer) 
it either has .toXpestenporany peor else, (iin 
the nature--and let me say what worried us a 
little bit was the testimony of the bakers, 


although I don't know how well-founded it is, 
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that when you use one special item over a long 
time, year after cee you damage the whole 
trade, We did not really know if bread was 
being used as a loss leader to that extent. 
But we felt that their point was very well 
taken, that if you sell below cost for a whole 
year one special article, that you are aiming 
an enormous amount of pressure against one 
special trade, and that is not in the interests 
of the consumer, 1f a trade is to be under too 
heavy pressure, 

On the other hand, if you are selling 
above cost and clearing a reasonable profit, 
would it be: possible for the small grocer, for 
example, to buy at the same price a small quan- 
tity of your product, and then resell it at the 
Same price to the degree where it would destroy 
incentive in the general outlet? 

MR, WHITELEY: Well, I think in the 
grocery field a large part of the products are 
sold in that field at margins of about 10 per 
cent. If every grocer could go to his com- 
petitor, who makes a particular deal, and get 
from him goods that he can, in eo sell at 
&2 margin of 10 per cent, then he is getting in 
that way a large part of his normal mark-up. 

MRS. VAUTELET: Quite a few of them 
would get a large — of the normal market. 

MR, WHITELEY: No, mark-up. He is 


then getting 10 per cent, which is what he 
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gets on a large part of his produce. 

MRS, VAUTELET: We would have to study 
it at greater length. But, as I said, roughly 
Speaking, I did not see any very serious 
prejudice to the consumer in slightly reducing 
the incentive--competitive incentive, 

MR. WHITELEY: But take the other case 
which appears in the formula, where a merchant 
decides to clear a certain item. As I read it, 
any competitor can purchase from that merchant 
one-quarter of his stock. If four of his 
competitors came in, he would be out of stock 
completely. 

MRS. VAUTELET: That is an interest- 
ing point, I think, I thought there were 
limitations in the brief, and I had not 
studied 1t from the point of view of defending 
Bye 

MR. WHITELEY: The only point I was 
interested in was that you say you can see no 
prejudice, so far as you have studied it. 

MRS, VAUTELET: I have not had the 
opportunity to find out how the formula would 
work out, or how it would affect the trade 
LESe ls. But the ability to allow the small 
competitor access to goods, for which he is 
charged what we think are rather unfairly 
high prices, by the basic manufacturer or 
producer, so that he could compete on a 


little easier level with the menace of the 
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massive competition now facing him by way of 
chain stores, and so on, struck us as being 
more to the interests of the consumer, if any- 
thing. Because consumers are more interested 
than they realize in keeping the small retailer 
on an efficient competitive basis, so that they 
can keep him and make use of him, They will 
benefit no more than the manufacturer of 
cigarettes, for eens if the local outlet 

is forced out of business. They would be just 
as much at the mercy of the few competing chain 
stores as the manufacturer would be at the 
mercy of the competing chain stores, 

Most consumers we have questioned 
want to keep some number of their small 
retailers, though they feel that in a few 
fields there are too many of those retailers, 
Now, how they can keep them is the question, 
if they are not given some form of tes tee 
some access to equal buying advantages with 
the big stores, 

MR, WHITELEY: Well, is it your 
opinion that it all bears on the question 
of the manner in which they purchase? In 
other words, if one retailer sold boots to 
his purchasers, and secured terms in 
relation to his’scale of buying, do you 
think every other retailer should be put 
in the position to take advantage, when 


they do not buy in the same fashion? 
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MRS, VAUTELET;: We have seen the testi- 
mony of the tobacconists in Manitoba who tried to 
buy on the large scale level of the large 
tobacconists, and were refused by the manufac- 
turers. So it does not seem to be only 4 ques- 
tion of their failure to have the same facilities, 
since when they have offered to institute the 
same factlities they have been) set aside, in 
some cases, 

MR, WHITELEY: But this formula makes 
no distinction as to whether this field is open 
to them to buy on the same basis, or shether 
it is closed to them, 

MRS, VAUTELET: We thought it might 
discourage efficiency. We would have to study 
to what degree it would discourage efficiency, 
because a small discouragement of efficiency 
on the part of the very efficient chain stores 
would not affect the consumer very greatly one 
way or thes other) = however, “lf there ‘was 2 
big discouragement of efficiency, it would of 
course affect the consumer, 

MR, WHITELEY: Why would it not 
affect them, in degree, to the extent to 
which the efficiency is reduced? 

MRS, VAUTELET: Ifcche efficiency 
is of such a nature as to kill out the smaller 
retail outlets, that is prejudicial to the 
consumer, also, 

Mine WHOTELEY: | iieip tevefricient? 


Mee, VAUTELET:. “Yess even if it ie 
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efficient. Take someone living 20 miles away 
from the nearby market, Some of them have 
automobiles, and some have not, They depend, 
to a greater degree than many of them seeiirs. 
upon woeed ‘outlets If the Local outlets find, 
as in the case of hams at Easter, that they 
simply cannot stock them, simply because of 

the buying power of the ones who cannot reach 
the big market, the consumer who cannot reach 
the big market finds himself minus the required 
competition by local outlets they will require 
in the future, Whereas, the consumer who can 
reach the big market, by carrying trade to 

the big market, is reducing the income of the 
local man to the point where he cannot live 

on the income of the ones who need hin, 

I don't know if I am making myself 
clear or not, Would you like me to have 
another try at it? 

MR, WHITELEY: Does that not apply 
in a great many fields? We have heard the 
same argument in connection with bread, that 
those who buy their bread at the store, at 
the same price as it is delivered at the 
house--that the householder is then prejudiced. 

MRS, VAUTELET; I think it would 
apply in any field, It Le not to the interest 
of the consumer in any field to eliminate 
totally or even to reduce too drastically the 


small outlets, They are contributing in many 
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ways in doing it, by going toward the cheaper 
fields in buying. 

MR, WHITELEY: Do you believe that 
is the consumer's choice, as to which outlet 
he should patronize? 

MRS, VAUTELET: I think the consumers 
are sinning to a certain degree, a little be 
without realizing the pressure they are bringing 
upon the local outlets. But on the other hand 
the local outlets have certainly erred in being 
too numerous for the markets in some cases 
they can feed from, 

THE CHAIRMAN: Thank you, Madam 
Vautelet, 


---Luncheon adjournment 
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---Upon resuming at 2:30 p.m. 
REPRESENTATIONS: 
Canadian Federation of Agriculture 


Represented by: 
Meee. C). .HODe. Conon st 


THE CHAIRMAN: The first brief this 
decenn oom I believe, is to be presented on 
behalf of the Canadian Federation of Agriculture. 
Do you represent the Federation, Mr. Hope? 

MR. HOPE, Xess, 

THE CHAIRMAN: Then we had better have 
your full name, 

MR. HOPE: Ernest C,. Hope, Economist 
for the Canadian Federation of Agriculture, 

THE CHAIRMAN: Then, you may either 
read your brief through, or read it and make 
comments as you go along, whichever you wish, 

MR. HOPES (bP shedi pesad tne Dpelet ). and 
perhaps make a few comments from time to time, 
Tt is as follows: 

The statement which we have prepared 

for your consideration today is not a 
lengthy one. Its main purpose is to 
reaffirm a position which we have taken 
twice previously in an official way. we 
refer to the submission which the 
Canadian Federation of Agriculture made 
before the Special Committee to Study 
Combines Legislation, in 1950, and the 


more extensive submission made at the 


ca, et f 


fey 


£ dune pit ey fe 
bm Poe 


if 


fee 


) ABR « BN ks) ee ict ne reustes oes 


4 ' - 





-3941- Mr. Hope 


Joint House Committee hearings on the 
legislation to outlaw resale price 
maintenance. 

It is apparent from an inspection 
of the submissions already made to you 
on the subject of loss leader selling 
that they represent for the most part a 
renewed attack on the law which prohibits 
resale price maintenance, We have 
examined most of the briefs which have 
been presented to you in the course of 
these hearings, and the transcripts of 
the hearings isepiema ied and this “x 
broadly speaking, the conclusion to 
which we have come, 

Jn Peasdine these cranscripia, no 
one can help but be struck by the great 
complexity of present-day commercial 
trade. practice, It would be 2 brave 
person who would claim that there are 
no cases of cut-rate selling which 
damage some legitimate and efficient 
businesses with, at the same ine, no 
great or permanent advantage accruing 
to the consumer, Yet it is the very 
complexity of the problem which would 
make it extremely dangerous, in our 
opinion, to attempt to legislate against 
what is known as loss leader selling. 


In the course of these hearings--- 
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I might say that this short brief confines 
itself pretty closely to loss leader selling, 
and does not go into all the ramifications of 
the other types of business practice, such as 
false advertising, misrepresentation and so 
on, At the time we saw your terms of refer- 
ence we perhaps took a rather narrow view of 
them. Then, to continue; 

In the course: of these hearings, 

we Poa: no arguments or points of view 
have been brought out which are essentially 
different from those expressed at the time 
of the hearings on resale price mainten- 
ance Moreover jrilt is: a striking fact 

that those opposing loss leader selling 
before this Commission have been unsuccess- 
ful in clearly and satisfactorily defining 
what a loss leader is, The main conclusions 
of these opposing witnesses appear to be: 

1. That the operation of the law 
prohibiting resale price main- 
tenance has resulted in "confusing" 
the minds of the public with 
respect to what is a proper price 
for certain types of branded Riau 
and has brought about a serious 
loss of business for small retailers 
of certain lines of merchandise, 

2. That the elimination of small 


retailers due to the banning of 
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resale price maintenance will 
eventually bring about a monopoly 
in the retailing of certain 
branded goods, 
And that, of en would be detrimental to 
the public. < 
So eels poor is.on in, the mind of, 
the public reduces sales and 
brings on unemployment, 

First may we say that we are extremely 
sceptical of the claim that varying prices 
for branded goods confuse the minds of 
the public and result in delayed purchases 
and reduced sales, On the ea Sb 
any confusion has been present it has been 
in the minds of retailers rather than of 
consumers, Many of the retailers had to 
face a new way of doing business and some 
for a time were like a ship without a 
rudder, They had been protected so long 
against competition that they hardly knew 
how to operate under truly competitive 
conditions, 

The general public was familiar for 
many years with the fixed prices and high 
mark-ups demanded by the retail trade for 
branded goods, Many were unaware that this 
practice was made illegal in December of 
1951. 

I think that is a fair statement to make, The 


ites on savas be ett sak et 


I 
f ae 
This Rita 

1h iy arg 
be rade per mt 
fibL tnd “i ay " in 


me 


| ehooay at sistine 


Fe i 


a 


iad chet hy ad ‘Digew:. em ae 50. add ‘boa 


te voLiaemt oe | 
ah 


VORA ’ i be geil } , i be 
ik Sell ale re n meen 
isn, Sed, 


EE eA 
ale Vail 


wen 7 


bids 


A TE, OC. Re 


x 


a aun 
4) OP Ae . 
1 RE 


ba ti 1109 


Laeger. ext 


P al HPAOY as Bo, | 


Wy) 





-3944- Mr. Hope 


vast majority of people who just skim over the 
newspapers--and perhaps that would mean a 
majority of consumers--did not know, I do not 
believe, that in December of 1951 the courts 
then banned resale price maintenance, There- 
fore, it was new to them to see these prices 
start to be cut in different places, I continue: 
Therefore for a few months, possibly a 
year, the public might have been surprised 
but certainly not confused with their new 
eaneeacn from the restrictive practice. 
They were certainly surprised and event- 
ually happy to see competition restored 
in the retail business. 

We venture to suggest that if resale 
price maintenance were to be made legal 
again, even in the guise and with the 
excuse of controlling loss leader selling, 
that the general public would not take 
kindly to the curtailment of their free- 
dom to purchase at those stores which 
offer efficient retailing service at 
the lowest cost to the consumer. 

We are not able to see any evidence 
in the official published figures that 
sales of cigarettes, saniont television 
sets, refrigerators and washing machines 
have fallen off because of the ban on 
resale price maintenance, In fact the 


data tend, if anything, to support the 
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opposite view, that sales have reached 
higher levels. The following table shows 
the estimated domestic sales of the above 
products since 1948, | 
Table 1. 


Domestic Shipments and Imports of Certain 
Types of Home Appliances 


(thousands ) 
Radios 
Domestic Shipments Imports 
1948 cS One 
1949 60.4 4.5 
1950 6372 Ce, 
1951 AY eo 4.7 
1952 N74 6.9 
1953 D1. 4.9 
Televisions 
Domestic Shipments Imports 

1948 - 

1949 = 

1950 CLS. 

1951 3.3 

1952 11.4 

RDO 305 

Total 

1948 49.7 

1949 64.9 

1950 69.6 

1951 OD ow 

1952 65.7 
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Refrigerators 


Domestic Shipments Imports Total 


1948 pe O.u sind 
1949 14.7 Or 14.8 
1950 28.9 0.9 29.8 
1951 Loo Ok Beis 
1952 20.5 16.9 37 4 
1953 22.4 ie ee 40.7 


Washing Machines 


Domestic Shipments Imports Total 


1948 26.6 aE 26.9 
1949 28.6 0 28.6 
1950 e549 1 24.0 
1951 18.4 44 15.6 
1952 ee Ales e Bots 
1953 2033 2.4 Seiet 
Table 2, 
Cigarettes Released for Consumption in Canada 
(millions) 

1948 ps2! 

1949 1,403 

1950 yu 

1951 1,306 

1952 iY ty, 

1953 . 1,750 


Sales (domestic shipments plus imports) 


of radios and television sets increased very 
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substantially in 1953 over 1952. The 
same applies to refrigerators and cigar- 
ettes. Sales of washing machines have been 
stable for the past two years. 
Washing machines were a device which came on 
the market long before refrigerators. The 
satiation of the market for washing machines 
in the postwar period was reached sooner than 
Lt was for other ,products...Then, the brief 
continues; 

If retail mark-ups have been reduced 
on the average for many branded goods, and 
retail prices are consequently lower than 
they would otherwise have been, it is 
inconceivable that sales have fallen off 
on this account. Such an argument runs 
counter to the fundamental principles of 
supply and demand which are part of the 
practical experience of all buyers and 
sellers of goods, 

If for example the sales of small 
retailers for certain electric appliances, 
cigarettes and bread have tended to fail 
since price maintenance was banned, it is 
very obvious that some of their business 
in these lines must have shifted to the 
larger dealers, This is so because as 
we have shown there is’no evidence that 
sales of such products have declined. 


per capita 
We know that the/consumption of bread is not 
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falling whem. toycontinus. 

It may well be that a new system 
or pattern of retail marketing is develop- 
ing which is based on large volume and low 
mark-up for many goods which previously 
were handled by many relatively small 
dealers with low volume and high mark-up. 
If this pattern should continue to 
develop we feel that it will result ina 
wider distribution of many goods at lower 
prices than would be the case under the 
older methods of retailing. In the long 
run we believe this will be a gain for 
consumers and result in a larger volume 
of production and employment, 

We can see nothing to support the 
claim of many smaller dealers with high 
mark-ups and fixed prices that a fewer 
number of large dealers with low mark-ups 
and fluctuating prices means a turn away 
from competition to monopoly. On the 
contrary, the banning of price maintenance 
is a move away from lack of competition 
and private price fixing to a freer market 
and competition. The grocery chains and 
large mail order houses have been with 
us a long time. Competition between 
chain grocery stores and between the few 
mail order houses is very active and very 


keen with no suggestion of monopoly that 
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we can see. We place no faith in the 
argument that the banning of resale price 
maintenance is going to foster monopolies 
or combines, 
And although we use the expression there "price 
maintenance" and refer to the banning of price 
maintenance, as fostering monopolies and com- 
bines, the same would apply to loss leaders, 
that the odd loss leader occurring here and 
there, as in the case of cigarettes in a 
large store, even if it does result in the 
closing down of a few small businesses, it 
still does not mean that it will eventually 
put the consumer in the position of dealing 
with monopolies. Because these large organi- 
zations, so far, have continued to compete 
with one another, and we see no reason why 
that stand should not be the same in other 
types of stores. If you have a number of 
larger appliance stores in the city selling 
appliances, and a very few small dealers, 
we see no suggestion whatever that that 
will mean that the consumer will have to pay 
higher prices eventually--with four or five 
large concerns selling appliances. We have 
not done that in the case of chain stores 
or of department stores, Then, to continue 
with the conclusions in my brief; 
CONCLUSION 
We feel at this time that we cannot 
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do better than repeat in summary form 
our reasons for our opposition to resale 
price maintenance as they were presented 
to the Joint House Committee two years 
ago, namely: 

i, "it restrioets or eliminates 
competition at the we oveeeis and 
perticuserly the retail, level 
Of a0 wine range of goods, and so 
increases costs to the ultimate 


consumer, 


PO 


It operates within private "laws" 
with no appeal to established 
COUrus Of JUSEICe “Snd 1s all 100 
often enforced by threats and 

fear of denial of supplies. 

S. 2b Yesults iIn“extessive, unneces— 
sary and wasteful advertising and 
fancy services, 

4, Its logical consequence is the 
extension of vertical private 
price fixing into the broader 
field of horizontal private 
price fixing; in other words it 
fosters combines. 

5. Supported by imperfect competition 

or semi-monopolistic competition 

of manufacturers it is one of the 
more important causes of inflexible 


prices of many manufactured goods 
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which hinder automatic adjust- 

ments in the economic system, 
Agriculture is one of the industries which 
suffered,a great. deal from the inflexibility 
of the price system--and that is probably true 
much more today than it was 30 or 40 years ago, 
the reasons being that a much higher percentage 
of the farmer's costs today is what we call cash 
costs. 

Now: he .1s.,a,.mechanized, farmer, where 
he has. to buy parts and services, gasoline, oil 
and repairs, He has got away from horse farming, 
which means that a greater amount of his costs 
falls into the inflexible category. And, there- 
fore, anything that tends to increase the 
inflexibility of those costs makes it. more 
difficult for him to operate. And in time that 
inflexibility will result in a very sharp fall 
in the price of the products of the farm, 

THE CHAIRMAN; What you mean by 
referring to farmers' costs, and stating that 
so many of his operations have become inflexible, 
is that they are relatively inflexible, as com- 
pared with the prices which the farmer receives 
for his produce? 

MR, HOPE: In some cases they are com- 
pletely inflexible. Gasoline, for instance, is 
one thing. 

THE CHAIRMAN: But gasoline does vary 


Subitthlesbit tn price? 
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MR, HOPE: It may vary a cent, over 
a time, And, of course, farm machinery prices 
vary extremely little, very little. Repair 
parts for machinery vary probably not at all-- 
even less than the machine itself, His hardware 
costs are very inflexible; there is very slight 
flexibility in them. And his fertilizer costs 
are relatively inflexible, per ton, He can 
try to curtail by buying less fertilizer, but 
invariably it would result in smaller crops. 
The farmers today are much greater consumers 
of fertilizers than they were 20 years ago. 

Therefore, what we are trying to 
point out is that we feel that price maintenance 
tends to maintain the cost structure of agri- 
culture more than if there were not so much 
price maintenance, 

It is true that, so far as price 
maintenance is concerned, there has been a 
ban on fertilizer for two years, and fertilizer 
prices are still uniform. You can get four or 
five catalogues on prices from four or five 
firms, and you will probably see identically 
the same prices, right to the cent, on all 
those kinds, Then, to continue with the brief; 

In our opinion so-called loss-leader 
selling in the vast majority of cases is simply 
a case of selling at a low mark-up and it is 
very doubtful if it could be proved that actual 


losses were being suffered by the sellers, 
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Moreover even extreme cases of this type 

of selling rarely are of long duration 

and in the long run are of doubtful value 

to the firm, 
I do not think we can necessarily prove that in 
the long run they are of great value to the firm 
who practises them, because if it practises them 
repeatedly, the consumer gets wise to it in the 
end that they are pulling something to get him 
into the store, I am not so sure that in the 
long run it is of as much value to the firm as 
some other good practices, For instance, you 
go into a chain store because of a little 
lower margin, possibly, not as much as for 
the cigarettes, I am a heavy smoker of 
cigarettes myself, and I doubt if I ever 
bought half a dozen packages of cigarettes in 
my life in a chain store, My wife buys groceries 
once a week in a chain store in Ottawa, We live 
20 miles away from town, I don't know whether 
she ever buys a carton of cigarettes. If she 
does, then she must hide them in the bedroon, 
because I never see them, 

In other words, I buy my cigarettes in an 
ordinary store--sometimes in a tobacco store, 
Or a restaurant, I do not make any conscious 
effort to go down to a chain store just to get 
cigarettes. I said to her one day, "The 
Cigarette people are saying that the chain 


stores are loss leadering cigarettes in the 
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chain stores, and selling them two or three 
cents cheaper than the other stores." Well, 

She is a consumer, and she said, "I do not 

call that loss leadering, at all. It has been 
& standard price in Ottawa for some time now. 
The chains are not specializing in cigarettes, 
They are just there, and you take them, I can- 
not see any special feature in that to try to 
draw you into the store," 

That is the attitude I take. There 
just happens to be two prices in Ottawa. One 
is lower than the other. But I do not go in 
to get cigarettes there; I go to get groceries 
there, Then, to complete the brief: 

AS no one seems to be able to define 
in exact and practical form so-called 
loss-leader selling, and because we do 
not believe this practice is a significant 
factor in retail business as a whole, we 
are strongly opposed to any suggestion 
that the ban on resale price maintenance 
Should be removed or amended in any manner 
which would weaken it, 

That is all I have to say., I willbe glad to 
answer any questions which you may wish to ane, 
on anything I have not touched upon, 

THE CHAIRMAN; Thank you. There may 
be some questions, 

MR, WICKWIRE: I have a few questions, 


Doctor Hope, would you, for my benefit and for 
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that of the Commission, tell us something about 
the organization and the constitution of the 
organization which you represent, the Canadian 
Federation of Agriculture, 

MR, HOPE: The Canadian Federation of 
Agriculture, formed about 1935, is a federation 
of provincial federations of agriculture, It is 
a federated body. We do not have direct member- 
Ship in the national federation, We have a 
federation of agriculture in practically every 
province except Quebec, There is the British 
Columbia Federation of Agriculture, the Nova 
scotia Federation of Agriculture, and so on, 

In the Province of Quebec we do not have a 
Quebec Paleratt on, but we have three large farm 
organizations which have direct membership in 
the national office. One is the co-operative, 
the other is the Catholic Union, and the other 
is the Farm Forum of Quebec, Each provincial 
federation, in turn, is made up of federated 
bodies, Only ons provincial federation has 

a direct membership in its own membership, 

and that is the Ontario federation, 

And the others--for stare. in 
British Columbia, the member bodies of the 
British Columbia federation would be the 
Okanagan Fruit Growers, the Fraser Valley 
Milk Producers, the British Columbia Livestock 
Growers Association, and a number of other 


farm organizations, They are federated members 
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of the provincial bodies and then, in turn, 
these provincial bodies are members of our 
national body. 

MR, WICKWIRE: Can it be said that 
your organization speaks for all the primary 
agricultural producers in Canada? 

MR. HOPE: We speak, through our 
membership, for 450,000 farmers, we estimate. 
There are, I believe, 740,000 farmers in Canada, 
according to the most recent estimate. And we 
claim that we represent directly at least 
450,000 of them. 

MR, WICKWIRE: In every province? 

MR, HOPE: Yes, in every province, 

I might say that our board of directors--that 
we have our annual meeting, and our semi-annual 
meeting, both, And this particular aspect here 
was under discussion at our semi-annual meeting 
of the board of directors at Amherst last July. 
It was from there we got our directive to put 
forward the views which we have expressed here, 
It was not done just from the national office, 
The board of directors gave us the power to 

put this forward as we have presented it here, 

MR, WICKWIRE: After discussion? 

MR. HOPEs: “Yes, after discussion last 
Summer in july. 

MR. WICKWIRE: Then, on page two of 
your brief, the second to last paragraph, and 


the first paragraph on page three--has it been 
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your experience that you cannot stop the public 
from looking for bargains? 

MR, HOPE: That is right; you cannot 
stop the public from looking for bargains, They 
want to look for bargains, 

MR, WICKWIRE: You cannot legislate 
against that? 

MR. HOPE: No, 

MR. WICKWIRE: Then, the table on 
page 3--would you mind telling me the source 
of the figures given for radios, television 
sets, refrigerators, washing HeeHinas and also 
for cigarettes at the top of the page? 

MR. HOPE: I must apologize for not 
doing that at the bottom of the table. That 
was a very bad error, 

The figures for 1948 to 1952, the 
annual figures, came from the publication by 
D.B.S, called the annual supplement to the 
statistical review. And then the figures for 
1953 were taken out of the monthly statistical 
review of the D.B.S., the monthly figures. 

MR. WICKWIRE: So that in all cases 
the statistics quoted came from the Dominion 
Bureau of Statistics? 

MR. HOPE: Yes. 

MR, WICKWIRE: On page five, the 
paragraph before your conclusion, do you 
visualize in the marketing or merchandising 
of produce today that there are perhaps two 
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types, one known as volume stores with a low 
een and the other the service stores, 
so-called, with the emphasis upon service of 
the articles which they sell to the public, 
and that there might be a price differential 
in the two groups? 

MR, HOPE: That is something, sir, 
with which I am not entirely familiar. I 
gathered from the evidence and the briefs that 
there are these two types of prices where they 
claim now oi whem, you) buy» an article, a 
certain branded article, which might get into 
disrepair, that the large-scale store selling 
at a cut-rate price gives little or no service, 
I gathered that, and also I gathered that the 
other store, the higher-priced store, gives 
service, 

T never experienced that. I know 
this, though, that I have talked to many people 
who have bought appliances, and from one who 
has bought farm machinery, and they are 
supposed to service farm Be rene St eee 
free, wr to eive ii oservices or a certain 
length of time. But certainly, in the field 
of farm machinery, there is absolutely nothing 
that is guaranteed, 

MR, WICKWIRE: By the manufacturer? 

MR, HOPE: Yes, I bought a combine 
last year, from John Deere, I never saw any 


document about any guarantee. I repeat that 
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I never saw any document about any guarantee 
with respect to breakage or faulty workmanship 
that first year of operation, 

Then, a cylinder on the combine broke - 
up toward the end of the season, A cylinder 
costs" 125. s lt dic not pick up a stone. 1 
complained to the dealer, and he charged me 
for the full amount. There was $25 for labour, 
to come down and fix it, and $125 for the parts, 
I told him I thought it was a defective 
cylinder, "Well," he said, "it all depends 
what the company will say." Meantime, he had 
billed me for $125 for the cost of the cylinder, 
I refused to pay it. I said it was defective, 
and that we had had some trouble with it prior 
to that time, 

The cylinder had a number of bars in 
it. We had replaced one of the bars earlier 
in the season, It had warped. Then, PIna Ly, 
Lt blew up. 

So this went on all winter and, 
finally, he was able to come back and rebate 
to me half of the price of the cylinder. 
However, it looked funny to me, and still I 
would not pay the balance. So I went after 
him again, and I did not pay the bill all 
winter. Finally, in the spring, he gave me 
a full rebate and said that he was able to 
get it out of the company. 

Now, if I had been a little bit soft 
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I would probably have paid all the bill. However, 
I have a wife bia, like most women are--women are 
much tougher than men in these cee much more 
so, They are tough, let me tell you, when it 
comes to buying anything. And she bolstered up 
my courage, to say that she was sure that that 
Should be guaranteed, 

The point I am getting at is that I 
think the public sometimes does not know what 
service these companies do guarantee, ae do 
they really guarantee 19 or how much do they 
guarantee? There are a lot of reports that 
they claim that they give full service, but 
probably they do not, 

MR. WICKWIRE: There has been great 
emphasis placed by some organizations present- 
ing briefs before this Commission on the 
service to which the public is entitled or the 
customer is Boetered: when they buy, for 
instance, an appliance. Do you say that in 
the farm machinery field that is not so? 

MR, HOPE: It is very loose and 
difficult to find out, Certainly on some 
machines it is not true at all, 

THE CHAIRMAN: Well, even with regard 
to the case you have just given us, in your 
instance you related, you cannot say even nye 
so far as your evidence given to us Roda 
whether or not that combine was guaranteed, 


can you? All you know is that, after a great 
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deal of fighting extending over a long time, 
they gave you back your money? 

DR worn Wine le. pL ene 

THE CHATRMAN: And there may have 
been other reasons over and above the fact 
that they felt there was a legal obligation? 

Mage DOPBe Nese ats it Were 8 
straight obligation you would suspect that 
when they sold you the combine they would 
give you a piece of paper outlining their 
guarantee for the first season of work. 

Now, I did not get that and I do 
not believe you get it, either, when you 
buy @ new tractor, I have bought three new 
tractors, and I never have had a sheet like 
that, 

And, to talk some more about the 
point you mentioned, I often have wondered 
myself, when they talk in these hearings 
about how much service they give, if they 
were examined and ean "Just what do you 
give; what guarantee do you give?"--what 
their answer would be. They should be Ee rea 
"Do you pay the labour?" "If you do not pay 
for the labour, who pays for the labour"-- 
and all those things. They could be a 
"Do you just give free labour, and do you 
make the customer pay for the parts?” 

I do suggest that it is not 4 


uniform practice, and that it varies a great 
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deal, I think perhaps they are building up 
a far bigger story than what it really is. 

Maybe the service does vary a great 
deal from company to company. 

MR, WICKWIRE: I think that is so, 

MR. HOPE: T do not know how much, 
of course, But I sort of think it is just a 
big story, but that actually it is not as big 
as it. should’ be’, 

MR. WICKWIRE: Do you think perhaps 
some of the extra cost is concealed in the 
talk about service? 

MR. HOPE: Oh, I feel that it is. 
For instance, we havé a refrigerator, and 
we have had it for a long time--no, I mean 
a washing machine; I think it was a Coffield. 
The chap said, "well, we don't handle these 
parts, You will have to go away down to 
Rideau Street to a fellow in a little back 
lane. He does all the servicing of washing 


machines for the whole of Ottawa now," And 
you go all the way down there and you pay 
him for everything--all the parts, all the 
work--you pay for everything, It is a little 
place down near Rideau eeroees one of the 
back streets down there, 

MR, WICKWIRE: The machine you speak 
about is obviously over the period of the 


guarantee? 


MR, HOPE: Yes, it was bought some 
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years ago, But I did buy a new machine from 4 
dealer in North Gower about three years ago. 

MR, WICKWIRE;: Yes? 

WR, HOPE: Abd do not believe I 
got any service on that machine at any time, 
We asked about it, but we never had any deci- 
sion on the point, He was a little dealer 
in North Gower, out there--a friend of mine, 
and I did not press the point, I never got 
any notices that there was any service given 
there. 

MR, WICKWIRE: Doctor ee some 
witnesses before the Commission have stated 
that loss leader selling, by which they often 
mean selling at a low mark-up on laid-down 
cost is unfavourable to the interests opitns 
primary producers, such as you represent. 

The argument is stated after this fashion; 

that a single retailer cuts the price oa we 
will say, cheese, Then he uses it as a loss 
leader, The other retailers would similarly 
reduce their selling price on the same article. 
The result would be a demand for a lower buying 
price by the retailers, with the further result 
that the prices to the primary producers would 
suffer, What is your view on this argument? 

MR, HOPE: First I would say (a) that 
I never have really heard any organized, we 
will say--any organized group of farmers use 


that argument, I do not think I have ever heard 
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it used as an argument, 

MR. WICKWIRE: Organized, or other- 
wise. 

MR. HOPE: Yes--any body of farmers, 
I never have heard any body of farmers make 
that argument, That is the first thing. 

Then, secondly, my feeling is that 
there is a counteracting force on what you 
gentlemen say, there, Because if you are going 
to drop the price of a product like cheese, and 
make it more acceptable to the consumer, then 
you are going to increase the demand for that 
product, And if you increase the demand for 
the product, then I believe that offsets any 
suggestion--well, they would sell more cheese, 
in other words, the group of them--not just 
the one who did Re but probably everybody 
would, 

I suspect that would offset the 
demand--at least increase the demand for 
cheese, which would offset any suggestion of 
a demand for a lower price for cheese. So 
I do not think it would be a very significant 
factor at all, 

MR, WICKWIRE: So far as the primary 
producers are concerned? 

MR. HOPE: That is right. 

THE CHAIRMAN: You have just been 
giving some expressions of opinion which would 


be opinion as to the economics of the situation, 
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While you are here, as spokesman for the 
Canadian Federation of Agriculture, and present- 
ing a brief, perhaps your own personal views as 
an economist might enter into the picture some- 
times, In those circumstances it might be well 
if you would give us your own background in 
economics, Do you have a degree from some 
university. 

MR, HOPE: I received my Bachelor of 
Agriculture degree in animal husbandry originally 
from British Columbia, in 1924. Then, five years 
later I received my Master's degree from Cornell 
University in agriculture, economics and farm 
management, That was in 1929, meer LniVbo wes 
I think it was, I received my Ph.D. from Cornell 
in agriculture and economics. Between those 
periods, when I was going to university I 
taught one year on the economics staff of Guelph, 
Then I was 14 years on the staff of the College 
of Agriculture of the University of Saskatchewan, 
Then, for four years I was economics adviser for 
Mr, Bracken, on agriculture, when he was Leader 
of the Opposition, Then, for the last six years 
I was with the Canadian Federation of Agriculture, 

I have owned and operated a farm, and 
I now live on a farm out at North Gower, Manotick, 
and have done since 1945, 

MR. WICKWIRE; That is all. 

MR. HOPE: I might make one slight 


comment, if I may. I do not know whether I 
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Should raise this point or not, but occasionally 
reference has been made in some of these briefs 
to the fact that because agriculture has price 
support and, as it were, because it has a 
guaranteed ree ote) that, therefore it is. logical 
to say that retailers should be protected by 
being allowed to have resale price maintenance, 

Well, we took that argument up when 
we presented our brief to the Senate Committee, 
We think that the two things, price floor 
legislation in agriculture and resale price 
maintenance, are just like the poles, they are 
so far apart, That is, we do not believe that 
the retailer, if he really knew how price floor 
legislation operates, would be very happy with 
ab, 

I know of only one case in one year 
when the federal government's price support 
operation supported the price of farm sea een 
you might say, at a so-called reasonable level, 
and that was in 1952 at the time of the foot 
and mouth disease epidemic, which was a national 
catastrophe, At that time the price support put 
on hogs and cattle was probably enough to main- 
tain the production of farm products for that 
year, 

But at all other times, price support 
levels have been fixed away below any computation 
of the cost of production for the industry as a 


whole, 
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An example today is hogs. Price 
support levels for hogs of $23 per 100 pounds, 
Grade A, if it touchés that point this fall, 
will be away below the cost of production for 
hogs, If it touches that lewd it will cause a 
sharp contraction, It will not be fixed at 
anywhere near the level of what these people 
have been seeking--at least, the level as set 
by price maintenance operations--which obviously 
are set at a level which will maintain many 
people in business, and very often in high- 
cost business, 

Last year we had another operation in 
connection with Prince Edward Island potatoes, 
It did not come under the price support legisla- 
tion, but came under the co-operative marketing. 
The government guaranteed 45 cents a bushel to 
the banks--that is all. It was a guarantee to 
the banks--really 2 guarantee on a bank loan 
on the basis of 45 cents a bushel, 

Well, that price was away below any 
possibility of the cost of production tens 
for the Province of Prince Edward Island last 
year, And the same applied when cheese was 
supported last year at 26 cents, It never did 
hit that price, It was always above that, 

So, therefore, I think that the ety 
although he does have some measure of protection 
through the operation of the Prices Support 


Board, it is really in the nature of a stop Loss, 
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and it is not in any sense a price which guaran- 
tees the farmer a cost of production figure, or 
& profit, 

THE CHAIRMAN: Thank you, Mr. Hope, 
I believe that completes the questioning, and 
also the discussion on your brief, unless you 


have anything further to add. 
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---Upon resuming 


REPRESENTATIONS: - 

Retail Merchants Association of 

Canada (Saskatchewan) Inc., 
-and- 

The National Foods Division of the 

Retail Merchants Association 
of Canada, Inc.: 
Represented by: 
Mr. A.A. Shelly, 


And accompanying Mr, Shelly, in the 
presentation of the brief: 


Mr. F.A.B, Rands, National 
Secretary of the Retail 
Merchants Association of 
Canada, Inc.; National 
secretary of the National 
Foods Division of the 
Retail Merchants Association 
of Censde,. Inc.. 
THE CHAIRMAN: I believe we are now 
to have a brief presented on behalf of the 
Retail Merchants Association of Canada 
(Saskatchewan), Mr. Shelly, do you wish to 
speak now? 
MR, SHELLY; Mr, Chairman and gentlemen, 
before starting in on the reading of the brief, I 
Should like just to make a few preliminary remarks, 
particularly by reason of the fact that on Tuesday 
there was a presentation made here on behalf of 
the Retail Merchants Association of Canada, I 
think that, particularly, in the minds of the 
press, there may be some confusion--unless I try 


to clarify it at the outset, 


So I wish to say that I am appearing 


uo 


ae: paeage fz a A “stants 
Py sare fiensata 
es 
ahetule é phos rhe 


OGRE. asd oselt t, 4 yi 
wade ery feria ft , 


ortt, 208 
me 
a 


th3 


Mh Ae) cednonemgert 


ten getaIe S28 onl 


ea Pl Sl 
on sAobtasgaesord.- 3 


, 
* 


*t acd 


» 
aL Rae Ts 


ot. haa 
ee he) 
wh 


* 
ie Pees Pt 
bidet ard meld oh 


a in 
Tay 
de Anther F e ae 


tarts sake 
‘NB 


ene yit? & a979 iT 


y= lade F 
4% @Leteseoitte oy 


Saedpo: 3 sft te. ot. wtintelo oF 


kas 
+ 


nhnaadtes iat ee eid ke od ‘welw 2 be 


ys 





~39070- Mr. Shelly 


here as spokesman for the Saskatchewan Retail 
Merchants Awaocta tient and for the National 
Foods Division of the Retail Merchants Association, 

By the sie I have presented signed 
copies of the brief, They are on your desks, 
and they have all that information right on the 
face of them. The National Foods Division of 
the Retail Merchants Association of Canada is 
self-autonomous, and likewise is the Saskatchewan 
provincial Association, 

I should like to go back for a moment 
to the very beginning as to how I got started 
on this thing, 

THE CHAIRMAN: Before you do ne 
Mr. Shelly, I should like to ask Mr, Rands if 
he is appearing with Mr. Shelly. 

MR. RANDS: Yes, 

MR, SHELLY: I might say that Mr, 
Rands--Mr., F.A.B. Ronds--is here; he serves } 
in the dual capacity of National Secretary 
of the Retail Merchants Association of 
Canada, Inc,, and likewise as National 
Secretary of the Foods Division of that same 
organization, 

MR. FAVREAU: Does he appear in his 
dual capacity, or just in his capacity as 
Secretary of the Foods Division? 

MR, SHELLY: I think today we can 
say that he appers as Secretary of the Foods 


Division, 
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MR. RANDS: Yes, 

THE CHAIRMAN; Boeee. inate 9 at Sb Ve 
there would be some confusion, 

MR, SHELLY: In view of what was sub- 
mitted here on Tuesday, I think Mr, Rands may 
be in a somewhat embarrassing position, But 
more will be heard on that subject later. 

But, particularly in view of the 
fact that this morning we listened here to 
Madam Vautelet, talking for the Canadian 
Association of Consumers, I should like just to 
go back to the very beginning for a moment, 
and say that so far as I am concerned this 
thing started off with a full-page advertise- 
ment of my firm in Bawicelepen on the ist of May. 
A copy of this is on file with your Commission, 

My purpose in starting off that way-- 
and I must say I did not know where it was 
leading to at that time--but I did feel that in 
view of the way things were happening in our 
marketing area that it was timely to bring 
this subject to the attention of the consumers. 
And I mention it in this sense, that my object 
was that of trying to work in a diree DLow oT. 
discouraging the type of practices which destroy 
competition--for which perhaps the term "loss 
leader selling" is an over-simplification. 

Now, not many days after that adver- 


tisement appeared in our local press, I 
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received a telephone call from the Canadian 
Association of Consumers, Saskatchewan acer 
asking me to speak to their group at their 
annual meeting which, by coincidence, happened 
to come along very SsHortiy, “So ~ spoke to 
them; but that was before I had an opportunity 
of presenting the brief to the Commission at 
saskatoon, and, therefore, I was not able to 
divulge to them the formula that I had in mind, 
I spoke largely in terms of deceptive practices, 
A few days after I had spoken to 
the Canadian Association of Consumers I received 
a telephone call from the Provincial Secretary 
of the Retail Merchants Association, a Mr, 
Drager fox 
R. E. Walker, asking me to prepare a/presenta- 
tion to the Commission on behalf of that 
Saskatchewan Association, which I agreed to do, 
Then shortly after that--very shortly 
after, in fact--I received a letter--and all 
these things happened spontaneously--I received 
a letter from the Dominion President of the 
Retail Merchants Association of Canada, inviting 
me to go to Edmonton in late June and to 
explain the formula which I had in mind to the 
National Foods Division of that HeReeaees bh, 
and to the Dominion Board of that Association, 
So I went to Edmonton on the invita- 
tion received and I explained the formula, 
There were delegates there from all the 


provincial Associations, each of which, by the 


| giadbead ont sie £8 
- aokatweg, piectonatit «8498 sh 
| | ae quoma: ‘etods, of slog | 
beat wind oot ones. ot ley sl imme 


r) soloqe, ia . erdsote etey goots ano oF 
sehen Tog 10 Bisel. ss 6 Holes pay etd dad awed 


Ba a biamidaee ont os a reba pet, gittcosend 3 


ey  anoroaedé , , Ona - aotastes Be 


modd of eg bivkd 
Thee? mn eer oy vitynvet ‘ o sorte J at ¥Louq ft. Bog pe 


Bi ling | tame vA io vg ay 
% art i a er aprh Pa ft ay so va 


es ih eee ra a, ae 
=e yy) ra . rt cat ¢ Pat 
Tacks bee te eth te prokeet 


Putty te ee a, 
ees 


Cayoeredids DeregT ad waged scans 
shduens mu kadoxt, Pit moe’ wottels 
ve Gansta ners tied ef 

enn eet, gst ands rab, od 93 OF Bai 


: its ea aime’ ad bebews 


%, we he t 7 ra ‘a Hine BAO 3 tsfi 


i rid te bon og. #9 eet wad maple 


sesdibrtadh ci ae ao dialed rare + ou | . 


esha ‘) on A | 
; at? eet r om’ on a : nodagetab. ete, pred 
vt wok fo "¢ spa. scontatrosea Entockvord, 


4 


4 





“7 


aoe) i Mr, Shelly 


way, is self-autonomous, with the exception of 
British Columbia, And as far as British Columbia 
is concerned, it is not self-autonomous through 
an oversight, And I think they are going to 
correct that situation--is that not right, Mr. 
Rands ? 

MR, RANDS: Yes, 

MR. SHELLY; In any event, there were 
the accredited delegates from the provinces 
representing food retailers of those provincial 
associations, And a committee was appointed to 
deal with this subject, I explained this 
formula to them, and they approved of it. And 
on their recommendation I got in niche by long 
distance telephone, with Mr. R. E. Walker in 
Saskatoon and secured his permission for having 
the National Foods Division join with Saskatchewan 
So that it would become a joint presentation on 
June 29 at Saskatoon, 

Then, without any solicitation on my 
part, the Dominion Board of the Retail Merchants 
Association, at their annual meeting in anonece 
endorsed the brief which was before them in its 
final form, 

I think it is rather important to give 
that explanation here, in view of the fact that 
on Tuesday there was a presentation made here to 
the Commission purportedly speaking on behalf 
of the food era tear who are members of this 


very same provincial association, 
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I would like to cover one more point 
on this. I have here a page taken from the 
Manitoba Retailer, and I will file it with you, 
This is the issue of July-August, dated at 
Winnipeg, and put out by the Manitoba Retail 
Merchants Association, of which Mr. David 
Gilbert is the President, the Provincial 
President, and that same Mr, David Gilbert, 
at that mentioned Edmonton annual meeting, 
became President of the Dominion Board of the 
Retail Merchants Association. 

Now, this was printed subsequent to 
the Saskatoon meeting, and I will just read 
the first paragraph of an article here. The 
heading, by ene way, is Ban Cut-rate Food 
Sales, and it is followed by a question mark, 
Then there is the Subheading, Here Is One 
Suggestion by R.M,A, National Association: 

A formula to prevent loss leadering, 
described as a deceptive device repulsive 
to fair-minded retailers, is outlined in 
& brief presented this week to the 
Restrictive Trade Practices Commission 
sitting in Saskatoon. The plan was 
detailed in a submission from the 
Saskatchewan Retail Merchants Association, 
jointly with the Retail Merchants 
Association of Canada, It applies to 


food merchandising-- 
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and then it goes on to set out a digest, which 
I shall not bother reading just now, 

I wish to say, next, that I spent Sunday 
afternoon in Winnipeg with Mr. M, by Grant, who 
is the National President of the National Foods 
Division of the Retail Merchants Association, 
Mr, Grant that afternoon was in touch by tele- 
phone with Mr, David Gilbert and requested of 
Mr, Gilbert that the submission that was to be 
made here by Mr, Keith, as arranged for by Mr. 
Gilbert, was not to deal with foods, I was with 
Mr. Grant from the time that Mr, Gilbert and Mr, 
Keith boarded the train for Ottawa. I flew east 
on Monday. So I am saying that to indicate that 
there is no misunderstanding there at all, 

Now, yesterday I was in touch by long dis- 
tance telephone with Mr, Grate who intended 
coming here to be phosehty backing this submis- 
sion I am presenting here today. Certain 
business matters had arisen which made it 
impossible for him to come, but he advised me 
that arrangements were being made to have Mr. 
LNB erates? Cowansvilie- Quebec, Past 
President of the National Foods Division of 
the Retail Merchants Association, to be Haget 
and to take his place, Mr, Brault was present 
at the time of the annual meeting in Edmonton, 
and that is where Mr, Grant was elected the new 
President. So Mr, Braue I understand, will 


appear here tomorrow, I was just Speaking to 
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him about three-quarters of an hour ago, and 
he has just returned home from having attended 
the provincial annual convention of the Retail 
Merchants Association of Quebec, He just got 
home about seven o'clock this morning, and he 
is on his way right now to Ottawa. I hope he 
may have the opportunity of clarifying this 
jurisdictional issue here tomorrow a ae 
Mr, Chairman, 

In regard to the Saskatoon brief, I 
would like to say this, that Mr, Rands, here, 
had 5,000 copies of it printed and mailed out 
across Canada. A copy went to every Member of 
Parliament, and to every trade paper, and a 
copy went to 3,500 key food retailers across 
Canada, Those retailers had their representation 
at Edmonton as a result of their accredited 
delegates to the annual meeting at Edmonton, 
But Mr, Rands mentioned to me only today that 
not one objection had been received from those 
3,500 key food retailers across Gaiden who 
had received this proposal which was submitted 
on their behalf at Saskatoon, 

Now, this second brief I am presenting 
here today has no new principle in it. It is 
merely a brief supporting the submission of 
June 29, 

I shall now, with your permission, 
Start right in to present the text of this 
briefyooit Ls as follows. 
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When it was my privilege to submit a 
brief to the Commission on June 29 at 
Saskatoon I served as spokesman for the 
Retail Merchants Association (Saskatchewan) 
Incorporated and the National Foods 
Division, The Retail Merchants Association 
of Canada Incorporated, each of which 
divisions is self-autonomous., Today again 
I serve as spokesman for these same two 
divisions, 

In the course of the Saskatoon hearing 
I was questioned for several hours concern- 
ing the intended effect and the likely 
implications of the different provisions 
contained in the formula which we recommend 
for enactment into federal law. As indi- 
cated at the time, there is nothing in 
this proposal that is prejudicial to the 
interests of either the primary producer 
or the ultimate consumer, 

That opinion was confirmed here this morning by 
Madam Vautelet. Then, to continue: 
Yet this measure would serve as a strong 
deterrent to the use by retailers of 
certain widely prevalent deceptive 
practices for which the term "loss-leader- 
Selling" is an over-simplification, 

Since the time of the hearing at 

Saskatoon the Commission has received a 


number of additional submissions from 
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other sources and so we felt that it might 

be helpful to the Commission if we could 

appear a second time so yy in the light 
of the over-all submissions to date, the 
value of our proposal might be further 
assessed, We are deeply grateful to the 

Commission for the opportunity to appear 

&@ second time, 

Specifically, our purpose in appearing 
now is - 

(a) To provide additional background 
information concerning the purpose of 
clause 6 of our formula which is headed 
up "Short Supply Items" and also 
concerning clause 7 which is headed 
up "Market Advance", 

(b) To comment on some aspects of submis- - 
Sions made to the Commission by others, 

(c) To emphasize the urgent need for the 
type of legislation as represented by 
our formula, 

(ad) To impress upon the Commission that 
of all the proposals submitted so 
far we believe ours to be the only 
one which would not be prejudicial 
to the interests of some classification 
or other, when thinking of primary 
producers, ee ee ESS eee 
wholesalers, retailers and last but 
by no means ieuse: of the ultimate 


consumer, 
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(e) To urge the Commission to explore 
with a joint committee of appointees: 

- from the Canadian Association of 

Consumers and 

- from the sponsors of this brief 

any and every emerging question con- 

cerning our proposed formula prior 

to the finalizing of the Commission 

Report which is to serve as guide to 

the Government, 

Before proceeding further I wish to 
record that here, as at Saskatoon, I speak 
on behalf of the so-called food store field 
of {ters in its broadest sense, At 
saskatoon the Commission expressed keen 
interest in the question of whether other 
classifications of trade might wish to 
have our formula adapted to their trades, 
By now it is evident that certain other 
trades are impressed with the merits of 
this formula and I think it is a foregone 
conclusion that in due course certain 
other trades will desire a similar measure 
8S a solution to their problem, 

I wight add that Mr. Rands has had a request 
from the Canadian Pharmaceutical Association for 
Quite a number of copies of the brief, which have 
been supplied, and a copy of our brief was sent 
to their executive across Canada--to each member 


of the executive, And they are having their 
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annual meeting later this month, I believe, 

MR. RANDS: It-is now on, or just 

over, 

MR osu. Leon Lt 1S in progress 

now. They are going to study this proposal for 
adaptation to their trade. Then, too, the 
Canadian Radio, TV and Appliances Dealers 
Association likewise are actively studying 
adaptation of this plan to their trade, 

Then, I have a number of subheadings, 

and I shall refer to them as I go along with 
this brief, I continue; 
CANADIAN METHODS OFTEN EXCEL: 

As is well known to members of the 
Commission, some of the ladies now 
prominent in the Canadian Association of 
Consumers organization in wartime made a 
very real contribution to the welfare of 
Canada by assisting with the evolving of 
suitable regulations both in regard to 
price controls and the equitable dis- 
tribution of goods in short supply. 

These ladies carried the responsibili- 
ties of the so-called "consumer 
division" of the wartime Prices and 

Trade Board, During that period I was 
invited to Ottawa as one of the so-called 
dollar-a-year-men and so, for a couple 

of years, I had the opportunity to 


co-operate with the different divisions 
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of the Board in drafting regulations which 
would as effectively as possible control 
prices and regulate equitable distribution 
of goods in short supply. I served in the 
capacity of Retail and Wholesale Food 
Director, which was a national position 
embracing the entire food field in so far 

as it had to do with retail and wholesale 
mark-ups and equitable distribution of 

goods in short supply. It was our purpose 
to issue the simplest possible regulations ..... 
regulations which would be effective in 
their purpose without imposing avoidable 
hardships or obstacles upon the trade. 
Comments frequently were heard from inter- 
national visitors to the effect that Canadian 
regulations were extremely simple by 
comparison with corresponding regulations of 
other countries, Chairman Donald Gordon 

saw to it that red tape remained conspicuous 
by its absence, I relate this background 

to indicate that in seeking a solution to 
the so-called loss leader problem Canada 

is capable of doing better than merely to 
copy measures employed elsewhere.... which 
measures incidentally are anything but 
popular with the consumer noay fall far 
Short of accomplishing their intended 
purpose and produce unintended undesirable 


by-products, 
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THIS PARADOX NOT NEW 

I would like to draw upon an interest- 
ing parallel as between the current issue 
and one encountered in wartime. The point 
is simply this --- that some things do 
not lend themselves to DEFINITION and that 
therefore a solution to such a problem 
cannot be evolved if the condition is 
pre-imposed that a DEFINITION must first 
be provided, I realize that the Commission 
had hoped that somehow in the course of these 
proceedings there would emerge a definition 
of a so-called "loss leader" based on 
scientific findings, Today there is little 
hope that such a definition will be forth- 
coming, 

When I accepted my Wartime Prices and 
Trade Board assignment in 1943 I found that 
certain price distortions had been regrettably 
perpetuated simply because no one thus far 
had succeeded in defining what was commonly 
referred to as a "direct buying retailer". 
Let me explain what was meant by that term, 
Take Loblaw Stores for example; they buy 
directly from the primary producer, the 
processor or manufacturer, etc., on the 
same basis as a wholesaler, As a retailer 
they perform for themselves the same dis- 
tribution function which otherwise would 


have to be performed by a wholesaler. They 
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perform this function in addition to the 
normal retail function, Now, Wartime 
Prices and Trade Board orders provided 
specified retail mark-ups for retailers 

and specified wholesale mark-ups for 
wholesalers, But Loblaws and other such 
direct buying retailers found themselves 

in a@ very unreal position because these 
W.P.T.B, retail mark-ups made no allowance 
for the fact that such direct buying retailers 
were up against the cost of performing both 
the wholesale and the retail functions. 

Now normally the wholesale function requires 
roughly half the mark-up required by the 
retail function, but since a direct buying 
retailer operates more economically than 
the typical combination of wholesaler- 
retailer it was obvious that the direct 
buying retailer required a mark-up some- 
where in between the typical retail and 

the combined retail-wholesale mark-up. 

But no provision had been made for such 

an in-between mark-up because no one had 
Succeeded in defining a direct buying 
retailer, for the simple reason that some 
retailers perhaps bought 100 per cent of 
their requirements from the direct source 
on the same basis as a wholesaler, some 
others due to volume limitation, etc., 


perhaps 50 or 75 per cent, others again 
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perhaps as little as 25 or 10 per’ cent. 
Some of them maintained separate warehouses 
for the performing of the distribution 
function, but even some large operators like 
Eaton's food departments did not neces- 
sarily maintain a separate warehouse. So, 
because a definition was seemingly 
impossible, direct buying retailers had for 
&@ considerable time been in a rather unreal 
position and some of them had discovered 
that they could relieve their plight by 
having their stores supplied, in part at 
least, by a wholesaler instead of buying 
Girect, In so doing they relieved them- 
selves of the cost of performing the whole- 
sale eo nbsd cn but of ‘course at the expense 
of a higher pace which then could legally 
be passed along to the consumer, So, 
neither the interests of efficient retail 
operators nor those of consumers were 
Served by this conundrum, 


NON-FOOD FIELDS SOON ADOPTED FOOD FIELD 
FORMULA 





I had been preceded in my W.P.T.B. 
position firstly by a key man from the 
Sefeway organization, next by a key man from 
the Dominion Stores organization and lastly 
by @ prominent wholesale grocer, none of 
whom had succeeded in finding the solution 


to this problem, simply because they could 
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not define a direct buying retailer, I 
had not been there long before advancing 
the proposal that in case of such W.P.T.B, 
orders an appropriate in-between mark-up 
should be provided which would apply in 


the case of each and every direct purchase 





that was made by any retailer provided that 





the cost price was the same as would have 





applied to a wholesaler making the same 
purchase, It was just as simple as that. 
There was no occasion to define a direct 
buying retailer, We were not interested 
in whether a given retailer purchased 
5 per cent or 95 per cent of his merchandise 
on a direct basis,...,any and every time any 
retailer did make a purchase on that basis 
he qualified for the direct buyer mark-up 
because in that case he was performing the 
dual wholesale retail function, 
I kept the thing ee just to bring out the 
principle, I might have gone into it more fully. 
as Mr, Whiteley knows, because he was with the 
Board at that time. I could have elaborated. 
But, for the purposes here, there was no need 
of that, There were such things as each operator 
being tied to his minimum basic period 
mark-up, and so on, But I think for the purposes 
here there is no point in going into those ramifi- 
cations, I am merely making this point about the 


problem, in advance, I shall proceed now: 
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Now this solution cleared away some aggravat- 
ing price anomalies.....obviated the neces- 
sity of buying from a wholesaler instead of 
buying direct, and in the end often resulted 
in lower prices to the consumer, While my 
position with the W.P.T.B, was concerned 
with the food field siaie it did not take 
long for other divisions of the W.P.T.B, 

to adapt this direct buyer mark-up formula 

to their respective fields, which was 

largely a matter of determining the appro- 
priate direct buyer percentage that should 
apply in that given case. I say these things 
in all modesty, Mr. Chairman, but I think I 
owe it to our cause to recite this experience, 
I could go on to explain some other formulae 
which I had the honour to initiate with the 
W.P.T.B,, such as the Fractional Cents aneant 
the mark-up provisions governing multiple 
entaae the so-called consolidation of 
regulations under the Item-Index Markup- 
Table Plan, otc, neneeen I shall simply 
say that such eminent people as Mr, Donald 
Gordon and Mr. K. W. Taylor are familiar 
with the success of the different measures 
which I had the honour to initiate, 


HAND IN HAND WITH CANADIAN ASSOCIATION OF 
CONSUMERS 


As already inferred, in anything and 


everything that may be done in connection 
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with our proposed formula, now and through- 
out the future, we aim to go hand-in-hand 
with the Canadian Association of Consumers, 
so that such legislation could never become 
an embarrassment to the Government, 
SCIENTIFIC DEFINITION IMPRACTICABLE 

I would not like the Commission to 
think that I am trying to side-step the task 
of defining a LOSS LEADER, As I indicated 
at Saskatoon, it would have to be done 
sclentifically. A store which prices its 
goods on a sound economic basis aims to 
apply a realizable mark-up on each different 
item which will exactly cover the cost of 
doing business that is properly attributable 
to that given item and which in addition will 
yield the desired nét profit objective. If 
that net profit objective is 3 per cent of 
sales (which is a generous objective in the 
food field) then the aim is to apply a 
realizable mark-up to each given item 3 per 
cent in excess of the cost of doing business 
applicable to that item, We all base of 
course, that competitive factors on the one 
hand and traditional pricing practices on 
the other hand do not, in practice, leave 
any retail food store in the position where 
it could or would price all items strictly 
on a scientific economic basis, It would, 
incidentally, present a formidable research 


project to establish scientifically exactly 
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what cost of doing business is attributable 

to any one given item in any one given store, 
And the finding, no matter how conscientiously 
arrived at, might be out of date the very 

next day, 

Assuming that in a hypothetical case a 
retailer succeeds in pricing every item on 
such scientific economic basis, we would then 
emerge with a situation where each item con- 
tributed its 3 per cent net profit, but the 
mark-ups on the different items might range, 
for the sake of argument, from a low of say 
8 per cent to a high of say 30 per cent, If 
two retailers side by side used such scien- 
tific yard stick in pricing their goods on 
an economic basis the end result, in terms 
of consumer prices, might still be different 
Since one perhaps buys to better advantage 
than the other and undoubtedly one is more 
efficient than the omits so that his lower 
per cent cost of doing business would result 
in a lower average gross margin, while still 
yielding his 3 per cent net profit, 

The food store business is ever chang- 
ing and what are relatively high handling 
costs or high perishability losses for an 
item today may be reduced tomorrow by new 
waste reducing methods or by new techniques 
of handling or packaging, Consequently, 


mark-ups are continually changing, which is 
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another way of saying that any loss leader 
price scientifically defined today might 
be out of date tomorrow without any change 
in the invoice cost of the item, 
AN HONEST DEFINITION OF BELOW COST SELLING 
13 pieeeets Mr, Chairman, that pages 
2865 to 2875, ihe lpsiees of volume 16, 
Vancouver brief dated July 6, provides an 
honest definition of what constitutes a 
sale at "less than cost". On page 2874 we 
find that the Canadian division of this 
international chain in 1953 made a net 
profit, after taxes, of 2.9 cents for each 
one dollar's worth of goods sold. I quote 
starting with the bottom paragraph of page 
2874 - "Consider the fact that the average 
grocery item sells for about 30 cents, 
That means that the company's net profit 
is only three-fourths of a cent on the 
average item, Where a selling price of 
30 cents produces less than a penny drertt. 
29 cents would mean a virtual loss, That 
is, if we are selling at 30 cents and have 


[eneBE RY Leateoton i he lence By as es I _ sitesi eosin SS Ue se ina ee ape Ee ae 
only three-quarters of a cent profit, then 
if we sold at 29 cents we would have a 
quarter of a cent loss." 

Obviously these facts are irrefutable. 
Let us just see how significant this is 
when applied to the 1953 sales volume of 


the Canadian division of this international 
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chain. To make things simple let us call 
the net a flat 3 per cent instead of the 
actual 2.9 and let us call the volume one 
hundred and fifty million dollars because 
it is very near that figure, With a 3 per 
cent net on a 150 million volume we would 
end up with a net profit of 44 million 
dollars, But had the retail price of every 
dollar's worth of goods sold been reduced 
by 4¢ there would have been a net loss of 
1 per cent instead of a net profit of 3 per 
cent. This net loss of 1 per cent would 
have amounted to 14 million dollars, It 
is on the evidence of their spokesman 
that this would be regarded as a net loss, 
AN INEFFECTIVE UNREALISTIC DEFINITION 

The gross margin for the year was 
14.7 per cent (which incidentally did 
not include the warehousing cost). To 
keep 1t simple Let's call it is. ver cent: 
This 15 per cent of course includes the 
3 per cent net profit. Now had the retail 
price of every dollar's worth of goods 
sold been reduced by 15¢ we would end up 
with the situation where every dollar's 
worth of goods would have been sold at 
invoice cost of these goods. In that 
case this 150 million dollar volume would 
have produced a net loss to the company 


of 12¢ on every dollar of sales, or in 
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round figures, 18 million dollars. But on 
page 2847 this same spokesman for this 
company suggests to the Commission that a 
sound and honest definition of a loss 
leader is as follows: - "A loss leader is 
a sale made at a price below the lower of 
invoice or replacement costs with the 
intent or purpose of injuring or destroying 
competition or misleading customers." Now 
this 18 million dollar loss resulted without 
selling below invoice cost, ..., ees. 
according to this definition, the company 
would not have engaged in any loss leader 
selling. This presents a very portentous 
inconsistency. On the one hand this 
spokesman claims that if he sells at a 
price which is less than invoice cost plus 
the cost of doing business he sustains a 
net loss. Then, in effect, he states on 
page 2847 that he could reduce the selling 
price by the amount of the cost of doing 
business, by an average of 12¢ per dollar 
of sales, ending up with a net loss of 

18 million dollars, but without being 
guilty of any loss leader selling. On 

the basis of the page 2847 loss leader 
definition, this company could choose 
deliberately to drop another 25 or 50 
million ee over and above the 


mentioned 18 million, without being guilty 
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of loss leader selling, since no one would 

be likely to prove that such loss leader 

selling was indulged in "with the intent or 

purpose of injuring or destroying competi- 

tion or misleading customers". How, Mr. 

Chairman, can one prove someone else's 

thoughts ... unless that someone indis- 

creetly divulges his thoughts to you? 
I.would like to interject, as is borne out by 
some of the information in the Green Book on 
loss leader selling, that the different loss 
leader types of enactments in the United States 
run all the way from 5 to 12 per cent margins. 
So I think we can look upon that as, in the 
opinion of those authorities, constituting loss 
leader selling, if the price is reduced below 
those figures, Then, to continue with my 
next heading: 

A REALISTIC NON-SCIENTIFIC DEFINITION 

As is evident from the contents of 

the Green Book on Loss Leader pene 

all remedial measures enacted in different 

countries have been based on the premise 

that even if you can not define the disease - 

meaning a loss leader price - you coe 

yy te asic spell out the remedy Me terms 

of an arbitrary price resulting from 

legalized retail price maintenance or from 

imposition of a specified minimum mark-up, 


While we agree that it is impracticable to 
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arrive at a scientific definition of a 
loss leader, we believe that we can submit 
a non-scientific definition which should 
be helpful to the Commission in assessing 
the advisability of employing our proposed 
free and easy formula as a remedial measure ... 
a formula which at once responds to a loss 
leader problem under this definition ... 
whenever and wherever it pops up, 

Let's take, as a suitable ekalgitiel 
the Vancouver retail cigarette price of 
2.95 per carton, Safeway say it is not 
a loss leader. We say, perhaps it Hee te 
to them, The cost to Safeway is 2.69 and 
they claim that they cover the warehousing 
and retail function out of this 26¢ spread 
and have a net profit left over. Now to 
the independent retailer (whether or not 
he is situated in esoauyem) who has to 
pay Safeway-MacDonalds a wholesale price 
for these cigarettes of 2.80, this 2.95 
retail price again may or may not be a 
loss leader, 

THE CHAIRMAN: That is, if these 

independent retdtierd! emndtseivest sell at $2.95? 

MR, SHELLY: Yes. And, to continue: 

No doubt the independent feels that it 
is a loss leader in the way that it affects 
him, But surely, to the independent retailer 


who has to pay Safeway-MacDonalds a wholesale 
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price of 2.91 for these cigarettes, as 
many of them do, this Safeway retail price 
of 2.95 is a loss leader, Now we submit, 
Mr. Chairman, that here we really get 
down to a practical approach in appraising 
what in effect is a loss leader, It may 
not be a loss leader at the level of the 
first named retailer, but it undoubtedly, 
in effect, is a loss leader for competing 
retailers who in their operation may be 
just as efficient as the first retaller, 
but who are unfairly discriminated 
against, that is, in their cost. 

MR. FAVREAU: Do you say, in sub- 
stance, that a loss leader is the price at 
which, if met by a competitor, would make the 
latter incur a loss? 

MR. SHELLY: What I said before 
is that a price which may not, in effect, be 
a loss leader for the first retailer, in effect 
very well could be a loss leader so far as a 

competitor of his 1s concerned. 

I think that is where a lot of 
the ambiguity about this term "loss leader" 
actually comes in, Very often the man to 
whom, in effect, a certain price of a com- 
petitor is a loss leader--very often it may 
not actually be a loss leader, so far as_ the 
operator is concerned who sets that low 
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THE CHAIRMAN; Should there be a remedy 
provided? That is the point; should there be a 
remedy provided? 

MR, SHELLY: That is one aspect, 

THE CHAIRMAN: Against the retailer 
who sells regularly at a mark-up producing a price 
which yields hima profit. Should there be legis- 
lation against that, or a ruling against that, 
even though other people cannot compete with him? 

MR, SHELLY: I think, Mr, Chairman, 
that is one aspect of this whole problem that 
exists, and I think we have to recognize that is 
one aspect of it. Now, that is not answering 
your question, 

THE CHAIRMAN; It seems to me what 
is involved in this paragraph, where you say 
that it might not be a loss leader to the 
retailer who first adopts the price--in other 
words, it might be profitable to him, but it 
might be a loss leader to other retailers, 

How is it a loss leader to other retailers? 
They might incur a loss, if they handled the 
same goods, and sold at the same price, But 
because of the price they have to pay for 

the goods, or for some other reason, the net 
result to them is a loss, They would suffer 
a loss, but I would not call it a loss leader, 
I would say that is a competitive loss which 
they suffer because they attempt to meet the 
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MR, SHELLY: Of peieee: as I think 
we see from a lot of the facts that are pre- 
sented in the brief, to which I referred, the 
Safeway brief--I beg your pardon, I have just 
lost my trend of thought there for a moment-- 
put this is the point I wish to make--and I 
think you will agree with this--that all of the 
information that has been submitted has not 
led us to the point where anyone can prove 
that the cost of doing business on a given item 
is so much. And that is another variable factor 
in this thing that we are talking about now. a 
do not think there is any yardstick. 

I have talked here of scientifically 
establishing; and whether we talk of scientifi- 
cally establishing the profitability of an 
item, or scientifically establishing the cost 
of doing business on the item, it amounts to 
the same thing. But in the absence of being 
able to prove what the actual cost of doing 
business is on that particular given item, it 
necessarily remains a matter of opinion as to 
whether that price of $2.95 is or is not a 
loss leader, even to Safeway. 

Certainly they have not submitted 
any proof to indicate what their cost of doing 
business is on cigarettes, They have only 
expressed an opinion, But they have also 
admitted that it is only an opinion--and that 


applies, in principle, to all the pricing that 
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they do, They try to guess; and I say that is 
what we all try to do. We try to guess, 

THE CHAIRMAN: It would apply to your 
business, too, I suppose? 

MR. SHELLY: Certainly, it does, 
because we have no scientific yardstick to apply. 
But I think that has to be recognized, along 
with the point I have just made. 

THR CHAIRMAN: But in fixing the margin 
or the markeup, surely a competent businessman 
will attempt to fix it--he may not be able to do 
it in each individual case--but he will attempt 
to fix it so that, in total, having in mind the 
amount of sales he expects to make, that he will 
have a certain amount of gross profit which he 
knows will be enough to carry his overhead, 

MR. SHELLY: That is right. By taking 
stock periodically he knows where he is going, 
and there may be some minor adjustments MEE a) 
always subject to competitive conditions, and so 
on. 

So that in over-all results, subject 
to competition allowance, it does provide a 
little profit. But when you narrow it right down 
to individual items--and I have not read all the 
briefs which have been submitted to the 
Commission, but I have read a lot of diem: and I 
have not yet come across any evidence to the 
effect that anyone has been able to establish 


that the cost of doing business on any given 
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item is so much, So I think that has to be 
taken into consideration along with this point 
I have made here. 

But my purpose particularly in regis- 
tering this point is that the formula which we 
recommend, regardless of whether it is or is not 
a loss leader in the opinion of someone--and 
there may be varying opinions on it--that formula 
automatically comes into operation, And without 
any necessity of proving something which cannot 
be proved anyway--no one can prove it, Certainly 
if you get down below the invoice cost, then you 
know that there is absolutely no provision for 
any mark-up, or at least for anyoverhead, what- 
soever, And it is not necessarily a loss leader, 
either. 

THE CHAIRMAN: I think we have to bear 
in mind that, if we do not have a definition for 
"loss leader", which is the thing this Commission 
is investigating, and which is presumed to be the 
evil, where it exists--if it exists extensively-- 
I should say it was presumed by the MacQuarrie 
Committee to be such, and that is why we are 
considering it--if we do not define it, and we 
provide a remedy for something, we ought to be 
buatalavenat we are providing that remedy for 
4s" an evil’. 

MR? SHEELY: *That'is«right, 

THE CHAIRMAN: That is the angle we 


will have to look at rather carefully. 
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MR. SHELLY: That is right, yes. 
Now, I would say ae that in dealing with 
these cigarettes I selected an item that is 
somewhat unique pdetass generally Ppeacine 
the independent is not proportionately at a 
disadvantage in the same way as he is on 
cigarettes, It is very pronounced on cigar- 
ettes, But I used that as an example, because 
the figures were there, and you were familiar 
with the case, so I thought it would make a 
good example, Shall I proceed? 
THE CHAIRMAN; Yes, do, 
MR, SHELLY: Then, proceeding with 
the brief, and my next heading: 
A LIFE LINE FOR THE EFFICIENT INDEPENDENT 
The solution to this problem of 
course must be found on a basis which will 
not be prejudicial to the interests of 
consumers, Let's ses what would happen 
in Vancouver when employing our formula, 
Well, reteilers would promptly buy their 
cigarettes from Safeway at 2.95 less 5 per 
cent, a net cost of 2.80. 
I will interject that I think it is most likely 
that wholesalers would drop their price to 
that level, rather than see the business go to 
the retailer, Really, it is quite a reflection 
on the wholesale level if retailers have to go 
to a retailer to make a i eeetes rather than 


being able to purchase from the wholesaler, 


* : i : a : 
ett ean 





att ty gettensond yonteg 


| ceianaul sf 





te o sialdaq anaes of hotinteh: ate Ye ae a 
iity, Nonie Bleed B se ‘beiwo% od Fem eervoe, 
te ont nome, edd Od Lebekbat ews, od son 
neta - btwow | taav. eoe sited 1 BUBHENOD A 
"patos 00, patwose fe necde xovueoaey ab 
aresd ‘eh Mtenona: ftivay anette, ey 
nag 2 & sent, se.8 te YowerAe, TOT setdenogte 
i Neat Sele 198, $90 eos ted 6 Ht99 5 
heute Soom ak st sletstt 2 dads Poopmebas Loky r 
he ports ait fox piuow aretsastony ie 
at om: ceegterd sid, em mane sas! «tove teat 
anignetten ‘ wae * ob eal ; sd or: 


nH 
a0 














e eyes 
ie 


ty 





-1.000- Mr, Shelly 


who is their normal supplier. 

THE CHAIRMAN: I suppose if they did 
not do that, Safeway would become the sole 
purchaser of all the cigarettes at $2.69, and 
the price of $2.80 would apply to all the other 
people, 

MR, SHELLY: That is right, Then, to 
continue ; 

That is, they would do that unless whole- 
salers dropped their price to that level. 
In giving up 15¢ out of their 26¢ to the 
independent, Safeway would still retain 
1ll¢ for their warehousing function .. 
which still is a disproportionate amount, 
since according to the normal pattern the 
wholesale margin in cents seldom exceeds 
one-half the amount of the retail margin. 
While the effect of our formula would not 
be that of perpetuating the inefficient, 
it certainly would serve as a life-line 
to the efficient independent. 

THE CHAIRMAN: It might force 
Safeway to make a lot of money, because under 
your formula Safewxy would not have to take 
ths cigarettes into their warehouse, They 
would merely have to place the orders with the 
manufacturer, and have the retailer go and 
pick them up there, 

MR. SHELLY: That is right, 
THE CHAIRMAN: So they would make 
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11 cents for a bookkeeping entry. 

MR, SHELLY; That is right, 

MR, WHITELEY: As a practical matter, 
as I understand your formula, the system of dis- 
tribution is not through the initiating retailer, 
but through his supplier. 

MR. SHELLY; Well, it is optional, 
Mr, Commissioner, According to the formula it 
is optional, But in this instance Sefeway would 
have the privilege, under our eles to say 
to that retailer who comes to buy cigarettes 
from them--they would accept the money from him 
and they would say, "You go to our distributing 
warehouse, and pick them up, and we will see 
that those cigarettes are ready for you at that 
time ," 

MR. WHITELEY: Let us get away from 
this particular relationship between MacDonald's 
Consolidated and Safeway, and deal with the 
general situation. 

MR, SHELLY: Yes. 

MR. WHITELEY: In your formula you 
have a number of retailers going in to the 
initiating retailer and giving their orders? 

MR, SHELLY: Yes, 

MR, WHITELEY; which, presumably, he 
would pass on to his supplier. But, let us 
say that his supplier does not want to handle 
them, 


MR, SHELLY: He could not do that. 
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MR. WHITELEY: They would have to 
assume the distributing function? 

MR, SHELLY: (Yes, 

MR, WHITELEY: What sort of costs 
would that build up for him? 

MR. SHELLY: Not very much, 

MR. WHITELEY: Do you mean if he had 
to set up a separate unit in his establishment 
to handle these--- 

MR, SHELLY: Oh, no, no, Actually, 
where pricing follows a reasonably normal pattern, 
there ts no occasion for this sort of thing hap- 
pening. 

MR, WHITELEY: No, but I mean in a 
case like this. 

MR, SHELLY: And I cannot envisage 
any case where it would run into any volume of 
pusiness--I mean where it would require extra 
facilities or anything like that. 

THE CHAIRMAN: Assuming, with regard 
to cigarettes, that the wholesalers were stubborn 
and would not meet the price of $2.80, and assum- 
ing that the Imperial Tobacco Company, as I 
think would probably be the case, would decline 
to deliver on Safeway's order to several thousand 
retailers, separately, then Safeway would have 
to set up a warhouse to supply all the tobacco 
people in the area, would they not--all the 
retailers? 


MR, SHELLY: It would not, in any 
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event, be the Imperial Tobacco Company, because 
they would not do that, You see, the supplier 
of the Safeway retail stores is their own dis- 
tributing warehouse. So we do not go back as 
far as the manufacturer, 

THE CHAIRMAN: I am not talking about--- 

MR, FAVREAU: Take in any independent 
retailer's store, 

MR, SHELLY: Yes. 

THE CHAIRMAN: I was saying Safeway, 
because we were talking about them, And it seems 
to me that if any retailer in that position, 
selling, we will say, at $2.95, was required by 
any retailer, or possibly by all the pied tea 
in that area, to deliver at $2.95, less five 
per cent, or $2.80, en if the wholesalers 
would not deliver direct for $2.80, that 
retailer would have to get in a stock--- 

MR, SHELLY: That is right. 

THE CHAIRMAN: He would have to get 
in enough goods to supply all the retailers 
asking him for cigarettes. 

MR. SHELLY: That is right, 

THE CHAIRMAN: And I suggest that 
might involve a lot of space, and some trucks 
and some help, and maybe quite a bit of 
expense, 

MR. SHELLY: If he did, he would 
make a lot of money out of it. 


THE CHAIRMAN: I do not know how 
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much it would cost to do tt, but it seems to me 
it would involve quite a bit of shifting around 
of his operations. 

MR, SHELLY: At 11 cents. 

THE CHAIRMAN: I mean that the volume 
of deliveries he would have to make would be 
quite large. Take, for instance, the city of 
Montreal--how many thousands of little tobacco 
stores there are in that city. I would not want 
to say, but I think that there may be a couple 
of thousand, anyway. There are more than nine 
thousand in the Province of Quebec, and there 
would probably be two thousand in Montreal. If 
you had to stock goods and supply and deliver 
goods to a couple of thousand dealers, you 
would have quite a time doing it, I should 
think, 

MR. SHELLY: Just as Mr. MacAulay 
pointed out in his own brief, if an operator 
gets down to handling a tremendous volume of 
business in one item, that is really where you 
get into the position of reducing your cost of 
doing business, You can make a lot more money 
that way by handling a large volume in one 
item than you can if it is merely incidental 
out of 2,900 items, 

THE CHAIRMAN: But nothing of this 
kind would be very permanent, would it? 

MR, SHELLY; I think the kind of 


situation we are talking about here is purely 
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theoretical. It is not one that would happen, 

THE CHAIRMAN: If it did happen, and 
if he were forced into that position, in which 
he would have to supply all these people, he 
would have to set up equipment which probably 
would not be needed in the next week or my 
because other people would take a hand in the 
matter by that time. 

MR, SHELLY: In practice it would 
never reach that stage, 

THE CHAIRMAN: It seems to me it 
might be an extremely difficult thing. He 
would either have to deliver to all these 
couple of thousand retailers in Montreal, or 
let them come to his place and get the goods, 
and in either case I think it would be quite 
@ pile-up, would it not? 

MR. SHELLY: In practice, no-~-because 
in practice you would not get into that kind of 
situation, at all, The other phase would not 
Allow Lt to’ nappern. 

It takes care of itself in this way, 
that if it is a real loss ene then by the 
very token that it is a loss leader this party 
who, in the first pres established that toes 
established the price on that item with an 
ulterior motive, with the idea of having that 
item bring people in. Tt would not be with 
the idea of making money on it, but with the 


idea of having that item bring people into the 
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store 
/to buy other items, And that is not unknown, 
either, 

So obviously, when he knows what the 
effect of this will be, when he engages in that 
kind of Peon, he will not engage in that 
practice, That is the kind of thing that 
destroys competition, And it is for that 
purpose that we recommend this formula. And 
the thing we are talking about here right now 
proves that it would work, 

MR, WHITELEY: well, take another 
situation, where it might not be a severely 
cut-price article at all but that the level 
of prices in the initiating retailer is such 
that the other retailer thinks it desirable 
to put some check on the initiating retailer. 
And they rush in and order supplies in suffi- 
cient quantities and numbers to embarrass the 
first retailer in his operations. How can that 
be prevented, under your formula? 

MR, SHELLY: Of course, as has been 
indicated, they would be making this retailer 
a lot of money, because--- 

MR. WHITELEY: Oh, no, no--let us 
follow this thing through a little farther. 
You speak of volume business producing volume 
returns, But it does, if you have operations 
that are set up to produce the volume at the 
lowest cost of handling. 

MR. SHELLY: Yes. 
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MR. WHITELEY: Hage: the type of store 
we are speaking about is the store which engages 
in self-service operations, 

MR. SHELLY: Yes. 

MR. WHITELEY: The type of orders you 
are contemplating under your formula are not 
self-service operations at all. 

MR, SHELLY: That is right. 

MR. WHITELEY: They are individual 
purchases which have to be handled in an entirely 
aifferent way. 

MR, SHELLY: That is right, 

MR. WHITELEY: Now, to suggest that 
a retailer, suddenly being faced with a deluge 
of individual orders, out of keeping with his 
normal type of operations, would find that a 
profitable business, at the margin you put 
on your formula, seems to be entirely unrealistic. 

MR. SHELLY: It brings us into an 
entirely different quantity basis, and obviously 
when you buy large orders like that, in unbroken 
packages--large orders like we are speaking 
about, cigarettes--other items are more in 
case lots; cigarettes are unique. Cigarettes 
are in small cartons. In the normal course of 
events, if we were talking about dry Leen ae 
we would be talking in case lots, because that 
is the way the retailer would buy. 

There is no hardship in that at all. 


And, if the price, as you are suggesting in 
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this instance--if the price is not deeply cut, 
obviously it would become a profitable thing for 
the selling retailer. And it is not that he has 
to sell from stock. He has the opportunity to 
get supplies in, 

MR, WHITELEY: But I mean, how could he 
adapt that type of wholesale operation to his 
retail unit? Surely he would have to set up a 
separate staff in his retail unit to handle these 
wholesale orders. He would have to set aside part 
of his store or his loading platform, or something 
else, to handle these case lots and their 
re-delivery. Now, to suggest that that can be 
adapted to the ordinary processes of a retail tate, 
without involving additional costs, seems to me 
not to appreciate the nature of the operation you 
have in mind, 

MR. SHELLY: That sort of thing would 
not happen unless it is profitable for this buying 
retailer to do it that way. 

MR. WHITELEY: No, but I am suggesting 
the situation that they might consider it desirable, 
from a competitive viewpoint, to embarrass the 
first retailer, 

MR. SHELLY: Yes, and I am glad that you 
raised that point. I am very glad this 
point is raised, because actually I would have 
come to this in any event later on, But it is 
opportune to settle it right here, And 
that is this, that we are dealing with some- 


thing here that is of very real importance 
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-4009- Mr. Shelly 


to the retail food trade of Canada. So far as we 
can Bede there is no other acceptable answer to 
this problem, 

We are not suggesting for one moment 
that this is a perfect answer. We do not think 
there is a perfect answer, But we believe that 
it is a very practical one, one that will work 
very well in practice, It will--and I am coming 
back to your point--I will do it right now--that 
is one of the reasons why we have, as we go on 
a little farther in our brief, a recommendation, 
and we have started things in motion along that 
line, that we want to have an organization 
across Canada of voluntary consumer-retailer 
committees, 

And I want to assure the Commission 
right now that this thing is of such great 
importance to the food trade, the retail food 
trade of Canada, that that trade is not going 
to take any chances of abusing the only salva- 
tion which we can see can be made available. 

And it is proposed that consumer-retailer 
committees, without any cost to the aueetineat! 
we visualize will be there as a clearing agency. 

At the retail level, we have the 
retail food division of the Retail Merchants 
Association, to do the educational job that 
would need to be done, But I can assure the 
Commission that steps would be taken so that 


there will be no such thing as ganging up, 
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because the only effect of any such attempt 
would be to destroy the only thing that we know 
of that can become available to them to keep 
the small tilt the efficient man--not the 
inefficient man--the small efficient man in 

the community. 

MR. WHITELEY: The main reason I have 
raised this point now is that in the presentation 
of your formula there is absolutely no safeguard 
whatever against the use of that in a way which 
would be detrimental to the efficient distribution 
of goods, You suggest that the safeguard is in 
the self-restraint of the people who might benefit 
from -it,. 30’ far, “that is the only; indicationvof 
Safeguard that you have put forward, 

MR. SHELLY: As I say later on in 
the brief, we welcome any suggestions, What we 
say in here is that in presenting our brief, as 
we did at Saskatoon, we would present it with 
the idea that perhaps it is not the last word in 
every respect, in every dobed 15 with regard to 
the mechanics of the situation, And we know 
that there are certain details to be worked out, 
We say now, as we should say--and as anybody 
Should say who comes before this Commission with 
&@ recommendation--that it is not the perfect 
thing. And 1, think dT) canusay, bod, ) that: no 
matter how long we look or how far we search for 
a solution--that is, a reasonable solution--to 


this problem, we will not find the perfect one, 
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And if I may once again refer to the 
days of the wartime Prices and Trade Board, Mr. 
Gordon used to call it rough justice. We had 
wartime conditions in those days, entirely 
different from what we have now. But, neverthe- 
less, what we are talking about now will mean-- 
and I am not panicky when I say this to you-- 
it will mean life or death, so to speak,in a 
business sense, through the years, for many 
efficient operators, 

MR. WHITELEY; sare in view of 
the fact that reference has been made to the 
regulations of the Wartime Prices and Trade 
Board, it should be said that it is significant 
that in the wartime period, so far as formulae 
went in the various aeoren they were setting 
maximum conditions. Any operator who felt 
that he could sell at less than those maximum 
conditions was quite free to do so--in fact, 
every encouragement was given to him to do so, 
Whereas the situation you are now putting 
forward is one in which that safeguard of 
being outside is not present, It becomes a 
sort of minimum condition, And that is hee 
in reviewing it, one must be extremely careful 
that it has sufficient safegmeards in it, 

MR. SHELLY: That is right, .I was 
merely referring to it in the sense that there 
is no such thing as any formula which will be 


perfect in every respect, 
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And then again, thinking back to 
Tootereel Mr. Staples in speaking for the 
Co-Operative Union of Canada, in principle, 
made a suggestion very much the same as what 
I am suggesting with regard to consumer-retailer 
committees, It should be remembered that Mr, 
Staples put great reliance on the fact that 
if there were a body which could come and have 
hearings--he went far beyond what we propose 
doing. As a matter of fact, in our humble 
opinion these consumer-retailer committees, 
being localized, perhaps would be "far more 
effective because they are always there. 

I welcome the idea that Mr. Staples 
brought out. I can visualize that the time 
may come where, even if our proposal were 
carried out, it could be supplemented by some- 
thing along the lines of what Mr. Staples 
recommended, 

Shail I proceed with my brief? 

iia CIATRMAN: Yes, you may proceed, 

MR. SHELLY: Under our formula each 

and every retailer decides for himself if 
and when he is better off to’ buy his 
requirements of a given item from a 
competing retailer instead of from his 
normal wholesale supply source. This, in 
itself, automatically discourages any 
competitor, be he large or small, from 


indulging in pricing practices which are 
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deceptive in concept and effect. Under 
our formula there is no occasion to ponder 
whether or not in that given instance that 
price falls into a loss leader category .. 
it may honestly not be in that category 
so far as that selling retailer is 
concerned ., it may honestly be in that 
cavegory 's0 "far-as some, if not’ all, of 
his competitors are concerned. Whatever 
the situation, the remedy automatically 
is there for those who are most adversely 
affected, whether or not in the opinion 
of someone it was not a loss leader and 
in the opinion of someone else it was. 
Perhaps they both were right. 
A FORMULA CONSUMERS READILY UNDERSTAND 
Our formula is very simple indeed, 
but being based upon a new concept it 
sometimes is misunderstood because of 
its very simplicity. That its provi- 
Sions and implications can readily be 
absorbed even by persons without any 
experience in the retail food field was 
Quickly demonstrated to me when this 
formula was examined by an executive 
committee of the Saskatchewan division 
of the Canadian Association of poe iese. 
Only one of the four ladies present had 
the benefit of practical experience in 


the food field, yet all of them quickly 
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grasped every angle and implication of 
this formula. This may be taken as an 
indication that consumers generally 
quickly would grasp the merits of such 
legislation, 

OUR FORMULA - IN ESSENCE 

Now to refresh our memories, here in 
quick review are the essential features of 
the formula proposed in our June 29 brief, 
by which we stand, 

"Any food retailer has the automatic 
right to buy any given food store item 
from any other retailer at that retailer's 
lowest price available to the consumer on 
the previous business day, less a modest 
wholesale discount of 5 per cent or 10 per 
cent depending on the item. Any food 
retailer has this right) so .to. buy from 
another retailer regardless of whether 
or not the price in question is a cut 
price, That is why, under this ow 
there is no occasion to define what 
constitutes a loss leader, or even what 
constitutes a cut price. The buying 
retailer himself decides if and when it 
is to his advantage so to buy from another 
retailer instead of buying from his 
customary wholesale supplier. He can buy 
any given item on one and the same day 


from as many retailers as he may wish to 
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buy from. He may buy that item from each 

of them in whatever quantity he desires, 

but not in excess of a $300. value of any 
one item from one and the same retailer, 

He must pay for the purchase at time of 
placing his order with any such other 
retailer but generally the selling retailer 
is not required to supply the goods until 

he has had the opportunity to order and 
receive such extra supply in the normal 
course of his business, If the selling 
retailer so desires, he can arrange with 

his local wholesale supplier that the buying 
retailer will pick up the purchase directly 
from the wholesale plant, so that the 
Selling retailer does not incur any handling 
costs whatsoever concerning the transaction," 


EQUALLY FATR AND EFFECTIVE FOR THE SMALL, 
MEDIUM AND LARGE OPERATOR 


That, Mr, Chairman, in essence is 
our basic Poem de It is equally fair to 
the small, medium and large operator. We 
are not proposing the imposition of any 
so-called minimum or floor price. Any 
retailer remains free to price his goods in 
any way that he wants to - on an economic 
or uneconomic basis - but he must be pre- 
pared to supply his fellow Veta DLers wa tt 
they wish to buy from him, at the same 


price at which he had the item available to 
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the consumer, less a modest wholesale dis- 
count. In this way, his competitors always 
remain in a position where they can be 
competitive with him, while at the same 
time having the 5 per cent or 10 per cent 
wholesale discount, as the case may be, to 
cover at least a portion of their cost of 
doing business, Any given retailer has 

the same rights as his fellow retailers - 
regardless of size or class - so that he 

is neither at an advantage or disadvantage. 

Now there necessarily are a few 
qualifying provisions to our formula, to 
the end that the purposes of the formula 
may not readily be circumvented and also to 
the end that a retailer may be relieved of 
the obligation to sell to another retailer 
under specified circumstances. I shall 
review them quickly. 

PRICING ERROR - There is no obliga- 
tion to sell to a retailer if the uneconomic 
price resulted from a pricing error, as 
sometimes happens in advertising, provided 
sales are not made to consumers, 

THE CHAIRMAN: You mean that if in 

an advertisement there was an error--let us 
say, instead of saying $50 it said $5, and the 
retailer who ran the advertisement felt that 
he had to sell some in order to keep the good 


faith of his customers and he sold one or two, 
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that he would then be under an obligation to 
sell $300 worth? 

MR. SHELLY: I think it would have 
to be qualified. There may be some legal 
technicality there, that there should be one 
sale made, 

As a matter of fact, a few days ago 
a case like that came to my attention in 
Saskatoon, You will recall that there was a 
drop of nine cents in the price of coffee, 
One retailer who has a very substantial 
business said to one of his new girls some- 
thing about the price of coffee being down 
by nine cents. She marked the coffee at nine 
centsa pound, instead of the proper price, 
She did that, instead of reducing the price 
by nine cents--and they sold a few pounds of it. 

THE CHAIRMAN: I heard of a case a 
good many years ago, when fur coats were not 
as expensive as they are now, where a depart- 
ment store advertised fur coats at $1.50 
instead of $150.00. In setting up the ad a 
mistake was made and it went in as $1.50. 
They were advertising ten of them, and they 
sold the whole ten at that price of $1.50 
instead of $150. You would have to have some 
provision to take care of a situation of that 
kind. 

MR. SHELLY: Yes, 

THE CHAIRMAN: Otherwise a firm 
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could be bankrupted by an error of that kind, 

MR, SHELLY: Yes, that would be 
possible. Then, to continue with the brief; 

BONA FIDE CLEARANCE ITEMS - In this 

case, no one retailer has the right to buy 
more than 25 per cent of the clearance 
quantity on hand at the time he places his 
order with that retailer. 

THE CHAIRMAN: If a dozen or so went 
after him, he would not have much left. 

MR, SHELLY: It would take only four 
of them to clean him out. If it is a bona fide 
case, it is a clearance item, and he wishes to 
get rid of it anyway. That is about the only 
way of making sure--- 

THE CHAIRMAN: But he gets rid of 
them at a big loss, 

MR, SHELLY: ---that he is not 
obliged to sell $300 worth. 

MR, WHITELEY: Would not some retailers 
like to use those things to build up goodwill 
with their customers? 

MR. SHELLY: I do not quite understand 
your question, 

MR. WHITELEY: Clearance items, do 
they not use them for purposes of building up 
goodwill? 

MR. SHELLY: I think every retailer 
has clearance sales, 


MR. WHITELEY: But I say that he 
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might like to make use of a clearance sale to 
puild up goodwill with his customers, 

MR. SHELLY: Yes. 

THE CHAIRMAN: He would not be happy, 
then, to see oe of his competitors buying them, 
would he? 

MR. SHELLY: In the fooifield there 
is very little of that, actually. When you get 
into dry goods, footwear or dresses, at the end 
of the season it is a real event, For instance, 
I can think of Birks store in Saskatoon, once 
each year they have what they call a plum sale, 
and you really get some real bargains. People 
look for that sale, 

MR. WHITELEY: But, in the food field, 
if a store puts on a clearance item and the 
customers come in and find that there are no 
supplies--- 

MR, SHELLY: In the food field it is 
inconsequential. 

MR. WHITELEY: But if the customers 
Came in and found that the supplies were all 
Fone. by reason of competitors coming in and 
taking them all--- 

MR. SHELLY: It is one of the ways 
of protecting the retailer against the obligation 
of having to sell $300 worth to another retailer. 
If there is a better way of doing it, we would 
like to find a better way. But actually I 


think there can be no legitimate exception taken 
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to that, because in the food field clearance 
items are not of any consequence, 

MR. WHITELEY: But let us say it is 
a hardware item that they wanted to get rid of. 
Do not food stores carry certain special hard- 
ware items now? 

MR, SHELLY: Some of them do. 

MR, WHITELEY: And if they put an 
ad in the paper saying, "Tomorrow we are selling 
out our supply of sauce pans," any one of the 
Sonoseteors seeing that could #079 in and buy 
them all up, could he not? 

MR. FAVREAU: The day after, 

MR SHEGEY:, Theat is’etent, Lois 
not available, Oh, in the case of clearance 
items it is available then, It would have to 
be, in the case of clearance items, 

MR. WHITELEY: I am just raising 
this point to see whether you have considered 
any safeguards to protect the legitimate 
retailer who wishes to keep faith with his 
customers, Some of his competitors might wish 
to embarrass him. 

THE CHAIRMAN: They might embarrass 
him even without the desire to do so, If they 
thought they could get the advantage of picking 
up some of these clearance items, they might 
go after them for their own goods--but it 
might still embarrass him--that is, if it 


worked that way, and if the situation was that 
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his customers were coming in and expecting to 
find a fair supply of goods on hand, and find 
that two or three of the dealer's competitors 
have bought up all the stock on hand. 

MR, SHELLY: In the food field--and 
we are dealing with the food field,--it is 
very rarely that you come across an item that 
is advertised as a clearance item, There is, 
of course, the odd time, the odd tail-end 
item, but that is of no consequence. Usually, 
the usual way of doing it is that you have 
these shopping buggies, and you put a sign 
on a shopping buggy; and there may be half a 
dozen tins of something that is out of season, 
or some damaged cans, and so on; and that is 
the way it .is.sold,out.. .But,it is very, very 
rarely that you have a clearance item adver- 
tised. 

MR, WHITELEY: If that is so, then 
of course it is a very minor problem in the 
Food field. 

MR...SHELLY:..That is right. 80 far 
as the food field is concerned, that is the 
case, Shall I proceed with my brief? 

THE CHAIRMAN: Yes, proceed. 

MR. SHELLY; Then,--- 

SHORT SUPPLY ITEMS - Here, Mr. Chairman, 
I take the opportunity to include supple- 
mentary clarifications as covered in my 


letter to you of July 8, The object of 
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this clause is to exempt a retailer from 
any obligation to give up to other retailers 
his supply of an item which legitimately 

is in short or semi-short supply. Normally, 
a retailer does not cut the price of an item 
which legitimately is in short supply in 
relation to consumer demand, Therefore, 

the inclusion in this clause of a minimum 
markup provision has no effect on the 

price which the consumer in any event would 
pay. Without this minimum markup provision 
this exemptive clause would serve as &@ con- 
venient loophole for circumventing the 

basic intent of this formula, Such circum- 
vention could effectively be practised quite 
extensively by resorting to planned brand 
rotation - a practice whereby an operator 
in fact has continuity of supply of that 
given item but poses perpetual shortage by 
repeatedly replenishing with a different 
brand on a brand rotation basis, As is 
well known, some retail operators who 
promote private brands have canneries and 
other processing plants under their con- 
trol and, for reasons best known to them- 
selves, have a multiplicity of brands for 
one and the same item - the very same by 
kind and grade, So, the minimum markup 
provision here is harmless from the con- 


sumer point of view and necessary as a 
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guard against abuse of this exemptive 
clause, 

MARKET ADVANCE - It is the purpose 
of this clause conditionally to exempt a 
retailer from the obligation to sell to 
other retailers where his retail price 
lags as a result of having a supply of 
the item at below replacement cost, The 
minimum markup provision serves as a guard 
against abuse of this exemptive clause, 
While speaking to this clause at the 
Saskatoon hearing I spoke of several 
grocery items by way of example, but it 
escaped me to deal with perishables such 
as eas! fren poultry, rresh fruits and 
vegetables, bakery goods, etc, In these 
perishables the retailer's stocks remain 
so current that this price-lag situation 
hardly arises and in our view it would 
be preferable, in the interest of 
simplicity, not to have this exemptive 
clause apply to such perishables. This 
view is further supported by the fact 
that at the wholesale level prices on such 
perishables often are a matter of bargain- 
ing, making it practically impossible to 
determine when a market change occurred, 

MR, WHITELEY: What is the signifi- 

eance of this? “It ts not qulte clear to me, 


MR. SHELLY: There is the exemptive 
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clause exempting the retailer from his obliga- 
tion to sell to other retailers in the case of 
a market advance. I will use the case of 
canned pork that I used in Saskatoon, as an 
example, You will recall that. There was 
Government subsidized canned pork, The price 
advanced, and some retailers bought quite a 
little or tt, justi prior) towthe price advance. 
They pass that price advantage along to the 
consumer, 

New, if we did not exempt the 
retailer in those circumstances from the 
obligation of having to sell to other retailers, 
at whatever his retail price rea less that 
10 per cent, as it would be in the case ofr 
canned meat, then there would be a tendency 
for him, in order to protect himself on that 
supply that he has on hand, to raise his 
consumer price. And that is what we do not 
want to have happen. 

That sort of thing arises in the 
so-called dry grocery store field. This 
price lag does occur. But, supposing tomorrow 
morning the price of bread is up a cent. The 
game thing, lw~gely, applies in connection 
with fresh fruits, perishables, meats, too. 
The retailer gets his supply practically 
from day to day. 

So that you do not have that on 
perishables., On perishables you do not have 


that lag, that price lag, In other words, 
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the retailer follows the market. Of necessity 
he follows the market on perishables; whereas, 
on dry groceries, often he does not. So it 
just depends on the particular retailer. 

Some retailers, when they have a 
pretty good idea that a certain commodity is 
going to advance in price, will protect them- 
selves on the supply, and they lay it in. 
Sure, they have the carrying costs of interest 
on investment, and so on, And perhaps after a 
little while they raise their price a little 
bit in recognition of those carrying costs, 
But still, they are giving the consumer and 
continuing to give the consumer for some time 
better value than would be possible on the 
basis of current replacement costs, 

MR. WHITELEY: Is it not the mee 
though, that perishables--the fluctuations in 
prices of perishables, tend to be more sharp? 

MR, SHELLY: Yes, sometimes, 

MR. WHITELEY: In that case, if you 
take them out of your exemption etatt it 
might become a real hardship in some cases, 

MR. SHELLY: Well, the point is--- 

MR, WHITELEY: For instance, if you 
had a frost in California and the price of 
Oranges jumped Setar ante then if you had 
them out of your exemption clause, the initiat- 
ing retailer would be caught with that market 


advance, 
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MR. SHELLY: The point I make is 
that I think we have to differentiate between 
the two, because there is not the price lag. 

In other words, on perishables, the retailer 
follows, 

MR, WHITELEY: Yes, I see what you 
mean, But the other point I make is that the 
fluctuations in the prices of perishables may 
be very sharp. 

MR. SHELLY: At times they are, yes. 

MR, WHITELEY: And, if they are, and 
then if they are not exempted, you make it a 
real hardship on the initiating retailer. 

MR, SHELLY: Well, we could have a 
shorter time period there, or at least a very 
short time period of exemption, so far as that 
is concerned, but I think there would have to 
be a distinction between perishables and 
regular grocery items, 

THE CHAIRMAN: Would you have any 
provision with regard to the case of a retailer 
who would get a specially good price on a 
large quantity of goods? Take this sort of 
case--and I do not know whether it happens 
very frequently or aa but I am pretty sure 
that it has happened--the case of a cannery 
which is in certain financial difficulties and 
has quantities of canned tomatoes on hand, In 
order to raise cash, and being unable to get 


further advances from the bank, they make a 
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deal with a retailer for a couple of thousand 
cases of these tomatoes at a pretty low price. 
Now, that retailer is thereby placed 
in a position whereby he can sell at a price 
that is definitely below the going retail 
price on tomatoes, But he might like to do 
it, because it would wake a lot of friends for 
him among customers and prospective customers. 
What would happen to your formula in that case? 

MR, SHELLY: I recall this very same 
thing being brought up in Saskatoon, 

THE CHAIRMAN: But we did not get to 
the bottom of it there. 

MR. SHELLY: I remember the explana- 
tion I gave at that time, too, It was this, 
that in dry groceries we actually do not have 
these things happen, because these different 
eunhovtosa and so on--and we do not have to 
talk about canned goods, because it can apply 
to anything else, But these different pro- 
cessing planis, eitner they have their own 
sales representatives in the different ahr Ros. 
or they have brokers, And obviously, they are 
out to get the best prices they can for the 
supply of goods they have on hand, 

In other words, it is not offered 
to one particular operator. These brokers-- 
in the case of Libby's and Canadian Canners 
and General Foods and Standard Brands--they 


all have their own salaried men in each of 
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the different markets and they contact each 

one of their customers, They all have a chance 
on that merchandise. And, therefore, it is not 
an isolated bargain, so to speak. 

THE CHAIRMAN: I am thinking of an 
organization which would not necessarily be as 
large as the ones you have mentioned. But I 
do recall one that was formerly operating in 
Winnipeg on a much stmaller scale, I do not 
think they had representatives everywhere, and 
they ultimately did go broke. 

I certainly am under the impression 
that on some occasions they had made fairly 
large sales to raise cash--sales in bulk lots 
to individual purchasers, 

MR. SHELLY: In practice we do not 
come across that, I can think back to a time 
when we have had it, as an unusual case. I 
Pe aneed for ingeanesh the Broder Canning 
Company of New westminster going broke, and the 
bank lost money there. And whatever inventory 
was on hand, the bank cleaned it out, There 
was a distress stock, 

Tt is one of the things I had not 
anticipated, But if there is a condition like 
that which would need a special provision, 
natually we would welcome anything at all that 
we could bring into it. 

THE CHAIRMAN: Well, that is one 


illustration where a particular retailer would 
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get a quantity of goods at a specially good 
price, Does your formula apply automatically 
in that case, or is there some exemption so 
that the retailer who has got the specially 
good buy would not be forced to share his 
advantage with all the other competitors who 
wish to come into the picture? 

MR. SHELLY: We have not anticipated 
that condition, 

IT think I can say that, as a matter 
of practice, I am not aware of any condition 
that would warrant any such provision. But 
one never knows what kind of times we may run 
into. If we get into a serious depression 
and there are bankruptcies, and so on, at 
the manufacturing level, then we might get 
IMLOneesteaorG OL thing, Bat 26 could. be 
guarded against by having a specific provision. 
I was thinking of another thing somewhat along 
the same lines. In one of the briefs--I think 
it was the Safeway brief--the question was 
raised regarding promoting the sale of an 
over-supply of farm products. We would be 
very glad to see a special provision so that 
if it seems desirable--and I do not think 
there is any situation that I can recall 
that we have been into, or with which we 
have had experience--I cannot visualize any 
situation of that kind where there would be 


any special provision needed. But certainly 
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we have no objection at all to that sort of 
thing. Indeed, we would welcome any idea like 
that. 

The provision could be made whereby 
any provincial authority or federal authority 
identifying a certain item as a surplus product, 
as they did last year in the case of cabbage 
in Manitoba; the Department of Agriculture took 
a hand in it and did their best to dispose of 
that stock, And the retailers are always 
willing to do the best they can to facilitate 
that sort of thing, 

There is nothing in our formula 
which could interfere with that, But if there 
is any feeling on the part of anyone that a 
special provision should be made, we would 
welcome it. 

MR, FAVREAU: Does that apply to a 
private brand, also? 

MR, SHELLY: Yes. 

MR, FAVREAU; Let us say I operate 
a chain of grocery stores. 

MR. SHELLY: Yes, 

MR. FAVREAU: And that, after long 
testing, or otherwise, either I or one of my 
employees has succeeded in obtaining a recipe 
for a very excellent type of mayonnaise, or 
perhaps it might be ketchup. Let us say it 
has become famous, and I have some interest 


in seeing to it that I remain the sole person 
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who will deal in that particular product, And 
I have some interest in seeing that it should 
remain on my own shelves, so that the public in 
calling in to my store will get this product, 
which has a very special quality. 

If your formula were to apply in that 
particular case, any interest that a legitimate 
and ethical dealer would have in such a product 
would be lost, and all the effect of such a 
property would be lost, 

MR, SHELLY: Other retailers would 
have access to that item and could make it avail- 
able to the public. 

MR, FAVREAU: Yes, but my purpose in 
having a thing of particular quality in my store 
is to bring the customer to that store who wishes 
boa buy toy 

MR, SHELLY: That is one aspect of the 
matter, But, on the other hand, if the other 
stores also make that item available to the 
public, it is just that much more popularized. 

MR, FAVREAU: Perhaps it popularized 
my brand, but it does away with my purpose or my 
interest, that of having as many people as pos- 
sible coming into my store, where they will find 
that brand, 

MR, SHELLY; Yes, it works both ways. 
It popularizes it on the one hand, And I would 
say this, that there is a very automatic deter- 
rent to that happening. I am not saying it 


would not happen, But there is a very automatic 
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and inherent deterrent to that happening, 
because the margin of profit available--the 
gross margin, the mark-up--available to other 
retailers on that item is not pitrotc tents speak- 
ing generally, to cover his cost of doing 
business on that item, under this formula. 

THE CHATRMAN; I presume in a case 
such as that Mr. Favreau mentioned it would be 
in the 10 per cent class? 

MRYUSHELLY ys Yes Tor tearand..coffee , 
But it could just as well apply to tea and 
coffee as to other items. Tea, coffee, cigar- 
ettes and other things like that--staple 
commodities, 

THE CHAIRMAN: He was referring to 
something that he had developed which was 
specially good, 

MR, SHELLY? (Yes; 

THE CHAIRMAN: It would not be in 
the five per cent class, 

MR. SHELLY: No, Actually, in prac- 
tice, while we do see popular items, private 
brands, of teas and coffees in particular, when 
we get into--well, you were just using this as 
an example, I know--but in mayonnaise, and 
things of ‘that doe general grocery items, 
we do not find them too popular. Certainly 
they are not in the class of the nationally 
advertised brands, Shall I proceed with the 


brief? 
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THE CHAIRMAN: I am afraid we have 

been interrupting you somewhat frequently. 

MR. SHELLY; Then; 

OTHER PROVISIONS - Then the formula 
has some additional clauses setting out 
the mechanics or conditions of ORDERING, 
of PAYING, of ACCEPTANCE OF THE PURCHASE, 
of TIME TOLERANCE, of PREMIUMS AND OTHER 
SUCH BENEFITS, of COMBINATION SALES, of 
INDEMNITY IN CASE OF NON-CONFORMANCE and 
finally of NOT OBLIGED TO RE-SELL, which 
specifically deals with company sponsored 
brands, Unless the Commission desires 
any elaboration on these clauses I have 
nothing to add at this time in regard to 
them. 

CONSUMER-RETAILER COMMITTEES 

As indicated earlier, we aim to 
work hand in hand with the Canadian 
Association of Consumers, Exploratory 
discussions already have been held at 
both the national and provincial level 
concerning the setting up of consumer- 
retailer committees on a TRADING AREA 
basis, a PROVINCIAL basis and the NATIONAL 
basis, It is not suggested that such 
committees should be vested with any 
powers. But their very existence should 
prove of considerable value, since they 


would serve as clearing agencies for 
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enquiring retailers and as a source for 
reliable information for Press and Radio, 
We feel confident that the functioning 

of such committees would greatly encourage 
retailer conformance with our proposed 
legislation, After all, the only thing 
that would constitute non-conformance 
would be if a retailer refused to sell 

to another retailer in accordance with 

the provisions of said formula, It is 

not a matter of policing prices or any- 
thing of that sort, Such committees 
would be in a position to give valuable 
guidance to uninformed retailers and also 
would keep the Retail Merchants Association 
posted, to the end that this association - 
in co-operation with any other interested 
trade body - might effectively clear the 
air on any misunderstanding at the retail 
level, It is a foregone Sehenue aan Mr, 
Chairman, that we shall receive the glad 
hand of the Canadian Association of 
Consumers in bringing this plan to 
fruition as rapidly as suitable personnel 
for appointment to such committees 

becomes available in the different areas. 
It would seem to us that, from the point 
of view of the Government, nothing could 
be more desirable than that such volun- 


tary consumer-retailer committees should 
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serve to promote the effectiveness of this 
constructive program, 

THE CHAIRMAN: I notice it is now 
5:15, and I think perhaps we are getting into 
something which will take quite some time. I 
think, therefore, we had better adjourn until 
tomorrow, Perhaps we might resume tomorrow 
at 9:30 a.m, 

MR, SHELLY: I am quite prepared to 
do that, 

THE CHAIRMAN: We may have a brief 
for which arrangements have been he and 
which might be brought in ahead of this, 

MR. SHELLY: That would be all right. 


I shall be here at 9:30, anyway. 


---Whereupon the hearing adjourned until 
the following day, Friday, 
September 17, 1954, at 9:30 a.m, 


Neng yee 


(Page 4100 follows) 
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RESTRICTIVE TRADE PRACTICES COMMISSION 


IN THE MATTER OF 
an inquiry 


Regarding Loss Leader Selling 
=O) = = 


Hearing held (in public) in the Supreme Court 
Building, Ottawa, Friday, September 17th, 1954. 


ae oe 


PRESENT: 


Cl Rhodes Smith, 0.0... MiA.s LLB. ; B.C.i.., Chairman 


Guy Pavreaus 0.G., L.dies) Slates Member 

RSP UNO OLeY pl daa Pinky. (lath ass Member 
Ose 

APPEARANCES: 


MeN ha WeCKWwiIre 5 O50. 
Counsel to the Commission 
Mr, Paul Gerin-Lajoie 
Mr. R. M. Davidson, Secretary to the Commission 
Mr. L. A. Skeochh Senior Economic Adviser to 
the Director of Investi- 
gation and Research, 
avers 
REPRESENTATIONS: 
Toronto Retail Tobacconists Association, 


Represented by: 
J. C. Farr, President, 
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THE CHAIRMAN: I believe we have a 
special request for an appearance this morning 
ai 9. 50-a.m 

MR. WICKWIRE: Yes. Mr. J. C. Farr, 
President of the Toronto Retail Tobacconists 
Association, has requested to make an appearance 
before the Commission. You will perhaps recall, 
Mr, Chairman, that this association presented a 
brief at the hearings in Toronto, And I think 
in view of the statements made by Mr. Tilley of 
Imperial Tobacco Company the other day, that Mr, 
Farr wishes again to be heard. 

THRE CHAIRMAN: Then, Mr. Farr, would 
you come forward, please. I gather you have no 
formal brief, but that you wish simply to make 
some representations. 

MR. FARR: We have just the brief we 
presented to the Commission when we were in 
Toronto, 

MR, WICKWIRm: You are Mr, Joseph C. 
Farr? 

MR, FARR: That is right. 

MR. WICKWIRE: And I believe you are 
president of the Toronto Retail Tobacconists 
Association? 

WR PARR) es. 

MR. WICKWIRE: And a tobacconist, 
yourself -- a retail tobacconist? 

MR. FARR: Yes. 


MR. WICKWIRE: I believe you have a 
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a ae Mr, Farr 


statement that you wished to make to the Commission, 
Mr. Farr, this morning? 

MR, FARR: Well, Mr. Chairman, we read 
about Mr. Tilley's statements -- read about them 
in-thetpress -- just a couple of days ago. And 
I feel, myself, and most of the tobacconists feel, 
that it is quite misleading to the public, in 
this respect, that Mr, Tilley has stated that 
there is only a two-cent margin between the cost 
of the cigarettes to the chain stores and of that 
to the retailers buying through the jobbers, 

That is one exception we take here, 

MR, WICKWIRE: What is the difference? 

MR, FARR: Well, we are not going to 
quibble about it, It is 22 cents. But it means 
a tremendous amount, so far as the profit is 
concerned, and how the cigarettes are sold by 
the chain stores. 

THE CHAIRMAN: Do you mean 22 cents a 
carton? 

MR, FARR: 22 cents a carton, a package 
of ten -- 200 cigarettes, 

THE CHAIRMAN: And what Mr. Tilley said 
was two cents a package. 

MR, FARR: Yes, which is quite mis- 
leading in that’ respect. 

THE CHAIRMAN: 22 cents a carton is 
2.2 cents a pack. 

MR. FARR: Yes, 2.2 cents. The reason 


we take exception to that is this fact, that the 
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chain stores are buying them at jobbers! priccs 
of $2.69 per carton of 200 cigarettes, That is 
ten packages. The small retailer has to pay 
$2.91 for a carton of 200 cigarettes -- ten 
packages. 

MR, WICKWIRE: And that is from the whole- 
saler or the jobber? 

MR. FARR: Yes, from the wholesaler 
or the jobber. 

MR, FAVREAU: Is that irrespective of 
quantity? 

MR. FARR: I beg your pardon? 

MR, FAVREAU: For the small dealer, is 
that irrespective of the quantity? 

MR, FARR: Irrespective of quantity, 
yes. Of course, there are some who buy direct, 
but not too many of them. 

MR, WICKWIRE: Yes? 

MR, FARR: If the small dealer has to 
meet competition, which he must do today, because 
I think it is a buyers! market today, the chain 
store is selling for $2.98, which is a difference 
of 30 cents a carton between what he buys them 
for and what he sells them for, 

THE CHAIRMAN: 29 cents? 

MR, FARR: Yes, 29 cents -- I am sorry. 
The small retailer who buys for $2.91 and sells 
at $2.95 is making eight cents per carton -- or 
less than one cent per package, while the chains 


are making three cents a package. 
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THE CHAIRMAN: You mean $2.99, I 
think you said $2.98. 

MR. FARR: I mean $2.99, yes. I did not 
come down here, or I was not sent down, to quibble 
with Mr, Tilley or with the buying powers of the 
chain store, 

But I did come down for one purpose, 
and that is that we feel that 25 or 30 of the 
small merchants, Canadians, doing business in the 
city of Toronto, should not be denied the op- 
portunity to purchase cigarettes in quantity lots, 
if we have the proper storage facilities -~- which 
we have -- and the proper means of distribution 
to our members. If you go over our letters I 
think you will find that Mr, Tilley has stated 
that we have not satisfied him that we have proper 
means of warehousing, and that we have not the 
proper means of distribution, 

MR, WICKWIRE: What means have you? 

MR, FARR: We have a warehouse as good 
as any jobber's warehouse in the city of Toronto, 

MR. WICKWIRE: And you already have 
that warehouse? 

MR, FARR: We already have it, yes. 

And, not only that, but we have a truck for our 
distribution purposes, and we also are ready to 
put in humidifier rooms to look after the to- 
bacco, 

MR. WICKWIRE: Has any representative 


of Imperial Tobacco Company ever asked to inspect 
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these facilities, or has any of them inspected 
them? 

MR. FARR: Mr. Tilley has never come to 
see us, nor has any of his managers, Neither 
has any of his managers come to Toronto to sec 
what facilities we have in that particular field. 
So I dontt know why he makes such a statement. 

All we want to do is, as small merchants-- 
we are fighting for our very cxistence today, 
against what I call a monster, which has crept 
in the midst of the small merchants throughout 
Canada, I believe. I am referring to the chain 
store menace, 

They started out with food; now they 
have hardware; they have boys! wear -- they have 
everything, from soup to nuts, Before this, in 
a community where perhaps 20 small merchants were 
located,they have grabbed most -of the merchants! 
livelihood, the products from which they made 
their livelihood, and they are playing football 
with them, 

The small man cannot exist that way. 
And unless we are able to mect that competition 
by the chain stores, we will all go out of business. 

MR. WICKWIRE: Do you fcel that, so far 
as the tobaconnists are concerned, if you had the 
same buying privileges as the chains you could 
compete with them? 

MR. FARR: Mr. Wickwire, I said to you 


in Toronto. and I say it again here, that if we 
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are given the same privileges to buy that these 
chain stores are given, and all these big outlets 
are given, I think the small merchant can do well-- 
very well -- and mect competitive competition. 

But we cannot do it at the present time under 

these existing conditions, 

MR, WICKWIRE: What do you say about 
maintaining the freshness of the quality of the 
tobacco and cigarettes? 

MR. FARR: Mr. Chairman, I have two 
cartons of cigarettes here which were purchased 
a year and a*half ago, and I defy Mr. Tilley to 
show me any jobber that can keep them any better 
than that. They are as fresh now as the day they 
were purchased. 

MR, WICKWIRE: How did you keep them 
fresh? 

MR, FARR: Through a humidifier -- 
humidifier rooms, and humidifiers. 

MR, WICKWIRE: In your own retail out- 
let? 

MX. FARR: Yes, that is right, “And Li 
we got this particular franchise from Mr. Tilley 
we would equip our stockrooms with those particular 
humidifers. 

MR, WICKWIRE: Have you ever returned to 
or has Imperial Tobacco Company ever picked up 
any stock of cigarettes from you because of stale- 
ness? 


MR. FARR: Mr, Chairman, I buy direct 
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from Rock City and Ll. R. Grenn, the Hacdonaic 
people. And in all my years of buying direct, 

I have never returned one stale cigarette to those 
companies, 

But when I had to buy Imperial through 
jobbers I was never done returning stale tobacco 
and cigarettes. And that is a positive fact. 

MR, WICKWIRE: That is, stock you had 
purchased through jobbers? 

MR. FARR: Yes, through jopobers. 

MR. WICKWIRE: And wholesalers. 

MR, FARR: Yes; It would have been lying 
on a shelf, or if they did not have it they would 
pick it up from some store, and bring it to me. 

I don't know how long it had been lying in those 
stores. 

It is not more than a year ago, I think, 
that I sent back about three or four thousand 
fifties, on account of that, I think it was about 
Christmas time. 

MR. WICKWIRE: Yow do the facilities 
which the Toronto Retail Tobacco Association have 
for warehousing compare with the facilitics which 
the Toronto wholesalers and jobbers have for the 
distribution of tobacco products? 

MRSePARR: weOm ‘course, te are only infants, 
starting out on this venture. We have stated to 
Mr, Tilley what we would be able to purchase, and 
I think we are taking the prover attitude and 


means of selecting ovr clientcle for the 
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association, In other words, credit references 
have got to be checked, and different things like 
that so that we start out with a very limited 
number of people. But our facilities will compare 
favourably with any jobber in the city of Toronto 
for distribution and warehousing facilities. 

MR. WICKWIRE: I think it was suggested, 
Mr, Farr, that if your group had a warehouse and 
maintained that warehouse for the distribution of 
cigarettes, that the cost of operating it would 
have quite a good deal to do with your competitive 
position with the chain store outlets. 

MR, FARR: Mr. Chairman, and Mr, Wickwire 
we have that laid out pretty well. We will look 
after that, and Mr, Tilley will not have to worry 
about it, at all. We have not asked him for 
eredit in any shape or form. We have asked him 
to deliver a quantity of cigarcttes which we 
order into Toronto, and he would be paid cash 
for them. He is not going to lose anything 
through the Toronto Retail Tobacconists Association, 
I can tell you that, 

MR, WICKWIRE: Is there anything further 
you wish to add? 

MR. FARR: Well, those were the two 
points I wished to mentioned, They are very 
important points. The tobacconists up there 
thought that we should offer that bit of evi- 
dence, more or less to let the public know 


that we are prepared to give them the same 
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- 4109 - Mr, Farr 


service as the chain stores, if we can get on the 
proper buying list of the Imperial Tobacco 
Company. 

But the public are saying to us today, 
"Here, we have it that you are only two-cents 
difference, and the chain stores can sell them 
at $2.99. What is the matter with you fellows?" 
Well, whhn you are buying them at $2.91 it is 
awfully hard to sell them at $2.99. 

MR, WICKWIRE: Mr, Farr, as I under- 
stand the statistics concerning the sale of 
cigarettes, they are on the increase; there are 
more cigarettes being consumed each year, is that 
correct? 

MR, FARR: Since I talked with Mr. 
Apbott, and he reduced the tax about a year and a 
half ago -- yes; they are on the increase, again, 

MR, WICKWIRE: From your own particular 
experience as a retail tobacconist, how are your 
own sales? 

MR, FARR: Well, our sales are not 
holding up at the present time, ft think we know 
just where to put our finger on the reason, in 
the city of Toronto, -- because there is quite 
a little bit of unemployment up there in Toronto, 
And it is increasing gradually. 

MR, WICKWIRE: My point is -- 

MR, FARR: And there are a lot of strikes. 

MR, WICKWIRE: Are you losing sales to 


the chain stores? 
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MR, FARR: Oh, is that what you mean by 
your question? 

MR. WICKWIRE: Or are people smoking 
more cigarettes? 

MR. FARR: No, we are losing a lot of 
sales to the chain stores, for the simple reason 
that the small man -- he sells in packages, two 
or three packages to a customer. That consists 
of 90 per cent of his sales, If a customer can 
go and pick up a carton for $2.99, he is not 
going to pay 33 cents a pack for two or three 
packs. So those sales are being denied to us. 

MR, WICKWIRE: And I suppose there are 
a lot of people who are still buying them one or 
two or three packages at a time? 

MR, FARR: Yes, that is true. But most 
of the tobacconists in the city of Toronto have 
had to put in other lines to make ends meet. As 
I said, at one time we had close to 200 members, 
and it has now dwindled down to 30 or 40 good 
members. They are changing hands and getting out 
of the business, because they cannot make a living 
at it. 

THE CHAIRMAN: That has not been all 
in the last two years, has it? 

MR. FARR: I would say it has all been 
since these cut-rate chain stores came in, A 
lot of it has been since that time -- I would 
Nob say. all, ofait. 

THE CHAIRMAN: How much of a drop 
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from the 200 to the 40 has occurred during the 
last 18 months? 

MR, FARR: I have not figured that out, 
I think that was shown in our brief, thought. I 
think if you will look at that bricf you will sce 
the figure. 

These tobacconists have been in the 
community for years and years. They have gone 
through hard eas bad times, and good times 
together, The customers come in, and if one of 
them has been sick or is out of work, he is looked 
after, He is given credit -- and sometimes at a 
lot of expense to the tobacconist. But these 
chain stores, when you go in there -- I don't 
know whether you shop there or not, but if you 
have a $10-bill in your pocket, and your grocerics 
come to $10.02, you will not get by that desk 
without their taking something out of your basket 

The small man has been an asset in the 
community, It has helped in the community. I 
think he igs the backbone of the nation, I do 
not see why he should be wiped out by what I 
call these monsters, today. 

They are allowed to carry everything 
under the sun. Why, a judge in Oakville has 
ruled that they are department stores, -- and 
nothing has been done about it, They come under 
the category of department stores, They started 
out purely as food stores. 


Now, if Mr. Tilley can give to the drug 
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trade, to Tamblyn's, to the A & P stores, to 
Loblaw'ts, to Dominion stores -- if he can give 
jobbers! prices to all of them, why not to us? 

I do not know whether you would more or less 
classify them in the category in which I classify 
them. But I call them retailers; I do not call 
them jobbers. They are retailers, to me. And 
they do not have to procure jobbers! licenccs. 

THE CHAIRMAN: I suppose they would if 
they sold to any other dealer outside of their 
own outlets. 

MR. FARR: They are retail outlets, and 
it is to their own advantage that they are pur- 
chasing these cigarettes, They are not supplying 
anybody clse in the community. They are deriving 
the benefit from it, And if they can get those 
franchises -- and I might say something else on 
this subject -- and I think I spoke to you about 
it, Mr. Wickwire -- when I referred to the subway 
in the city of Toronto, A gentleman came in and 
got eleven outlets in the city of Toronto and 
was put on the jobber list. What is the matter 
with our 25 stores in our organization, if we 
cannot get on that list? 

MR. WICKWIRE: As I recall it, the 
gentleman about whom you are speaking, was an 
American, is that correct? 

MARRS es 5 

MR. WICKWIRE: And he has the con- 
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MR. WICKWIRE: And he was put on the 
(Cc) list, was he not -- what is known as the 
(Oem 1 tse? 

MR. FARR: We understand, from sources 
close to the tobacco industry, that he is on the 
jobbers! list, 

MR. WICKWIRE: Because I think Mr. 
Tilley explained the other day that his office 
has no control or say about who gets on or is 
taken off what is known as the (C) list, but that 
he does concern himself, and that head office 
concerns itself, with the wholesalers and jobbers. 

MR, FARR: Then I would suggest that 
Mr, Tilley get out a little more and see what is 
going on in the tobacco industry, I think it 
is a deplorable mess at the present time, and 
I think Mr. Tilley should meet us half way, any- 
way, in this situation, 

THE CHAIRMAN: Thank you, Mr. Farr. 
However, before we conclude, I was going to try 
to find out the difference that seems to exist 
between the system of treating retailers as be- 
tween manufacturers. Do I understand that you 
are on the direct buying list for Macdonaldts? 

MR. FARR: Macdonaldts and Rock City, 
yes. 

THE CHAIRMAN: But not for Imperial? 

MR. FARR: No. | 

THE CHAIRMAN: There is a distinction 
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between the way those two companies treat you? 

MR, FARR: Yes. I have been told that 
T have been on the list, many times, to go on 
Imperial, that I was head of the list many times; 
put I guess being president of the Retail Tobac-~- 
conists Association, and fighting for the things 
we have wanted for such a long time, has dropped 
me to the bottom of the list, 

MR, FAVREAU: How much do you pay for 
your Macdonald cigarettes? 

MR, FARR: $2.80 per hundred. 

THE CHAIRMAN: That is certainly a 
little better than the $2.91, anyway. 

MR, FARR: Yes, it is a good deal better 
than $2.91. 

THE CHAIRMAN: I gather you have worked 
out pretty carefully the cost of operating the 
warchouse, and the distribution to your stores? 

MR. FARR: Yes, we have. | 

THE CHAIRMAN: And do you estimate there 
would be a substantial saving if you bought on 
the jobberst price list, and handled it through 
your warehouse -- that there would be a substantial 
over-all saving? 

MR. FARR: Yes, quite a substantial 
over-all saving. 

THE CHAIRMAN: You could operate it 
at considerably less than the spread between 
$2.69 and $2.91? 

MR, FARR: Yes. All we are asking is 
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And I might add, that we are not for 
price controls. We do not want that. We want 
nothing to do with it. We do not want any 
dictatorship by the manufacturers, in any way 
shape or form, in our stores. And I think we were 
the first organization to back Justice Minister 
Garson on that particular law, when it was brought 
up. 

We are out to operate our own stores, 
and to look after them properly and, through 
good business methods, to bring our prices down 
to where we can meet competition. But we cannot 
do it if we do not get that break. 

THE CHAIRMAN: Have you now 25 members 
of your association who would go into this? 

MR. FARR: We have 25 members, yes. 

THE CHAIRMAN: und there has. been no 
change? 

MR. FARR: No, there has been no change. 
And each of those members is willing to put in 
so much money to start in, right off. 

THE CHAIRMAN: So that, really, it is 
all teed up; all you need is the green light? 

MR. FARR: Yes, that is right. We 
are not going to do Mr. Tilley out of anything, 
or do the Imperial Tobacco Company out of any- 
thing. His money is there for him, and his 
products will be looked after in the proper 
manner, I do not sce why he has to talk like 


this before the press, because his letters 
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talk differently to us, through our legal adviscr, 
Mr. Huntor, I think you will recall that he 
stated in one lictter, there, that there were 
enough jobbers in the city of Toronto to serve 
the whole community. 

THE CHAIRMAN: And he made some such 
statement here, too, I believe. 

MR. FARR: Well, why are they not able 
to serve the chain stores,,thcn? 

THE CHAIRMAN: His cxplanation, ag he 
made it the other day, was that the chain stores 
were already dircct buyers, and that making them 
jobbers did not affect the position of the existing 
jobbers, bccausc they were not getting their 
business, anyway -- that the busincss was going 
that way in dircct sales to the chain stores 
prior to the acceptance of the chain stores as 
jobbers. That was the explanation, 

MR, FARR: Well, I don!t know whether 
I am letting the cat out of the bag, or not, but 
I hear that there ig a five-package carton to 
come out from one of the tobacco companics, to 
replace the ten-package carton, in order to gct 
bigger business from the chains. I am not sure 
whether it is truc or not, but I just have that 
tip. 

THE CHAIRMAN: Then, Mr. Ferr, has 
your association approached othcr tobacco manu- 


facturers, besides Imperial? 
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MR. FARR: I think, Mr, Chairman, that 
the other tobacco manufacturers will cooperate 
with us, 1l00°per cent, 

THE CHAIRMAN: Could you set up your 
establishment on the wholcsalc business for the 
othcr tobacco companics, without Imperial being 
ng aie ORs 

MR, FARR: Well, we could, but it would 
not serve the purpose we want it to serve. 

THE CHAIRM&N: You do not think it might 
have some persuasive effect upon Imperial? 

MR, FARR: I do not sce why he should 
give it to the chain food storcs and the drug 
stores, the drug associations, and not: give it 
to the real tobacconists who have served the 
community for years. We are the tobacconists; 
our livelihood is in tobacco. 

MR, WHITELEY: Is it your intention to 
use only one warehouse if you sccure the buying 
DMI ees 7 

MR. FARR: I think the space that we 
have would be ample space for what we need at 
the present time. 

MR, WHITELEY: That is, one place? 

MR. FARR: Yes. 

MR, WHITELEY: Would you, then, have 
to sct up a warchouse staff to prepare the orders? 

MR. FARR: That is all prepared. But 
actually, what has that got to do with Mr, Tilicy, 


anyway? The other manufacturers supply cverybody 
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with merchandise. 

MR, WHITELEY: Well, he scemed to be 
very much concerned, in part, at lcast, as to the 
possibility that the smaller retailers might 
purchase in such quantities that they would not 
gct rapid turnover on the product required, 

MR, FARR: Oh, that is pure nonsense, 
Mr. Commissioner, what we have in mind doing, 
as I told Mr. Smith and Mr, Wickwire in Toronto,-- 
our 25 members order their stuff three or four | 
days ahead of time, and we place our orders to 
the Imperial Tobacco Company, and when Imperial 
delivers it, it is distributed right away. It 
docs not lie in our warchouse any length of time, 
at all. And we do the making sure whether a man 
is purchasing over his head or not, or whether 
he is purchasing a lot of merchandisc which 
would go stale. We know the volume of tobacco 
business hc should do, both in cigarettes and in 
tobacco, 

THE CHAIRMAN: Your main contention, 
as I understand it, apart from the reference to 
the 22 cents difference per carton, which works 
out at the retail lcvel as only allowing your 
members an cight-cent gross markup, as comparcd 
with a 30-cent gross markup for the chain stores, 
when the selling price is $2.99 -- but, apart 
from that, your main contention is that your 


group of 25 retailers in Toronto, who have 
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organized the association, have a mully equinped 
warchouse and the mcans of distribution by truck, 
and they are prepared to put in humidifcrs to 
ensurc that the tobacco in the warchouse will 
remain fresh, and they have sufficient volume to 
pe at least equal to what some of the jobbers in 
cxistence already have -- 

MR, FARR: That is right, 

THE CHAIRMAN: You say that you should 
pe given the same privileges as have been given 
to some of the other wholcsalers and have bcen 
given to the chain stores? 

MR. FARR: That is right; that is all 
we are asking. 

THE CHAIRMAN: And, whilc you have not 
said it in so many words, I gather from what you 
have said thet you regard it as discrimination 
against the retail tobecconists, when they have 
not bcen ellowcda to organize and to have the 
same privileges as the chain stores? Is that it? 

MR, FARR: I am afraid, sir, that I 
did not follow your question. 

THE CHAIRMAN: I say, do you regard it 
as a specics of discrimination against the small 
tobacco retailer, when the manufacturers, or the 
divisional managers of the manufacturers will 
not place them on the samc footing as the chain 
stores, when they are organized for that? 

MR. FARR: I would say there is some 


form of discrimination, when we cannot be 
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= HPO Mr, Farr 


placed in the same catcgory as chain stores, 
and other different types of outlcts getting 
jobbers! prices, cspecially when we are dealing 
in that particular kind of business. It is 

our livelihood, and we necd it. We know that 
business, 

MR, FAVREAU: What would be the eventual 
fate of the present wholesalcr in Toronto should 
that new system of collcctive buying be cstablished 
eventually in a permanent fashion? 

MR. FARR: Well, when Mr, Justice Garson 
brought down his law with respect to no retail 
price fixing, it was for the purpose of giving 
the purchaser a better deal in buying; and that 
is my idea, too. If the jobber goes -- well, that 
is not my fault, 

MR, FAVREAU: I suppose the eventual 
effect would be that some jobbers would have to 
go? 

MR. FARR: Yes, certainly; we would 
have to buy a certain amount of supplies from 
thems; but I cannot speak for the jobbers in 
that way. 

MR, WICKWIRE: Thon, I think that is 
@ll we have to ask Mr. Farr, 

THE, CHATRMAN:, Thank you *Mr. \Farr,) We 


have the case pretty well before us now, I think. 
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REPRESENTATIONS : 


Retail Merchants Association of Canada 
(Saskatchewan) Inc., 


-~ and - 


The National Foods Division of the Retail 
Merchants Association of Canada, Inc.: 
Represented by: 

And accompanying Mr. 4.A. Shelly, in the 
prescntation of the bricf: 

Mr. F.A.B,. Rands, National Secretary of the 
Retail Merchants Association of Canada, Inc.; 
National Secretary of the National Foods 
Division of the Retail Merchants Association 
of Ganada, inc.> 

Mr, L.B. Brault, (For three years, until 
June, 1954) National President of the 
National Foods Division, Retail Merchants 
Association; also President of the Foods 
Division of the Retail Merchants Association, 
for the Province of Qucbec; 

Mr, C.A. Majeau, Provincial Secretary of the 
Retail Merchants Association of Canada, 
Quebec Division; and Provincial Secretary 
for thc Province of Quebec of the Foods 


Division of the Retail Mcrchants Association 
of Canada, 


THE CHAIRMAN: Then, we will now revert 
to the bricf wc were considering at the adjournment 
yesterday afternoon, Mr. Shelly, are you ready to 
eroceed? 

| MR, SHELLY: Mr. Chairman and gentlemen, 
yesterday in my opcning remarks I referred to 
some jurisdictional confusion, and indicatcd 
thet. today we would have with us Mr. Brault who 
would clarify that situation, And, if we might 
do that now, I should like to procecd. 
THE CHAIRMAN: Well, first of all, 


will you please give us his name and position. 
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MA wGUELIN: Yess ateie: Mire, Lee. 
Brault of Cowansville, Quebec. I might say that 
Mr, Brault, until late June, was National Presi- 
dent of the National Foods Division of thc 
Retail Merchants Association, which office he 
held for three years. He also has been, for five 
years, president of the Foods Division of the 
game association for the province of Quebec. 

We also have with us this morning, in 
support of this presentation, Mr, C. A, Majcau 
of Montreal, who is provincial sccretary of the 
Retail Merchants Association of Canada, Qucbcc 
Division, which is a self-eutonomous body; and 
he is also provincial sccrctary for the province 
of Quebece of tne mcoas Division of that agssoci- 
ation, I would ask Mr. Brault to speak, Mr. 
Chairman, 

MR, BRAULT: Mr. Chairman and gentlc- 
men of the Commission, I havc been connected 
with the food business for quite a few ycars, 
and I was very much interestcd in the few remarks 
of Mr. Farr a few moments ago. And if I may be 
permitted by this Commission, I should like to 
make a few remarks before I talk about the Retail 
Merchants Association, duc to the fact that Mr. 
Favreau mentioned the new coopcrative buying. 

If he would allow mc, I would like to 
pring some light to this Commission on what is 


existing at the moment in the province of Quebec 


ont | a at neat 





co! ree 0 tel but weit fenoniai ants %o. tab Brrr 


. aS 


A of Ba kT to > Hbtiw toatietooas an edionolt Tisdo fe ‘ 





4 fy. 2 “= 
Dp arre <4 a bt he tan 7. . Payee 
oh VET Tot .higed es offs: st: “Lexagy any” ro bow 
i \ : i , q re re ‘ ~~ oes 

‘ ‘+ el - 4) KS ~ 4 4 =~ wv, @ . es 
ee ’ lhe nd ; WeLelV Li . ae a’ eye ire 34> 7 Bx 6 os GB Ze eaxseey 











: A 
; AAD $3 yy A ge ae of 
ts P 
a, iia at % ry t, > = mie, pv? en y 5 > 
‘ > are bf ak ge, AS P ir rah hw ia ORV BI B30 . ONE 
» 
' ry ae i, f ' J be . td ; 
n ) ak @ bay s 
\ . ve f 2 “a Ete r re 
; : My thi BN CAS SVS) out ay 
: ; 
. % é ¥ 
- a » : ai a “- Py 
| ec tas TR ay in’? At - ie ~wrre 
‘ ieee om 7 4" PEL 4 PS wt We a meee 
- ‘ y i ‘ t Bay Vie 
\ i < : + reo Tye] Dae? aan facet 
; ) ; me Nah de i ice eer ae 1% ‘ ie ay ' a 
Joe4 ,% eit ee ee ee re bt suc A es ely RW “es “4° TPE we ow! 
) , * 
* * ~ ‘ ~~ ae . 
‘ > - oa ae « reer et | mee 
a f ~ * r ‘ 
’ P e a a oj Pe mage a 
‘ 4 bab i » 
i ; er) og Git eee dais 
n j A 7 7 > “ ‘ pw rte 2 
ye if ' ‘ ve € > Lia eseViLGv AA fi 
; Ua 
i : te 
7 a ' i 
Psy > y Je ’ : Art Pary my eh . #4 
Orrell Tar hobs i | wn vy aS uaa WY W Reaho. G s+ 
' 
, my (Sti : ; “ y 
: { a a de 
f pin f YE SARVOM 30) POSEY aS 
< t 
oa eh " Ae 4 yy a ” “4 Tp t oe ere % ro 
MG ps . j in ve eae Lees bh, Fat y ~! tod Be 
. : c sr EP 4: ‘ ; 
. ' a . ‘ Re , . ea 6 7 
oman nyt 
‘ er | a a Ae 
or y Duk ‘ "A ine 2 Be oe rial 
eee fy] B text arr ] OF Sh A ‘ 
, P ‘> a ] 
* Wey de ee 4 . } ) = ’ am 
ati k 169 ‘ ae aay wy si wad 4s! 
Le ae 
iT 7. Ce ain Pt t 4 | Pur 
(I a, Le? ay } ion ANG) Doe ny Mw Da 
i i i 
; ‘ ¢ ¥ ve ~ ¢ ’ a Me ¢ | 
2 7 7 i k a v ‘ia * hale 
. ‘ 
‘ " ke = ‘ « 
ee § "salon - * i > a 
: \ rn ee os , tr te rc D } 
7 Soi J 4 } Maga rad Gh wine |W } 5) ee ee . 
& 1 . ' iy 
i ‘ q 
‘ , ™ \ « 
; af} " ry at ‘ F nt wri § brent, ms 
Lt Bipada. i Ata vd bosdinigog 
, rs as Bek pers Sat i 
Pa a bs ‘ ee Wir an ¥ ae phere 
; f RT Aare & a5 Li Exe @ Gila yLSenio Wiis 42. O88 
~ ; + pi! 
. Bat 2 ste ‘ 
a tb 5 2 4 
. The Per? { % 5 tt ' rik o~ , ae. 2 4 
{ , af  } his " a ha lw he I a et aVbasi in ap : - 
i i La): oy Times eG yee 3 | 
, a af oh P tex wh} 
- re se j e tren ah 
th dy Nohd Ga’, Caw ewe BA SAK ED im | (uae 4 1 below ew & R) 
J Vesey ‘ : Me 
) us . 
ig . - m 
in, nore’ P ; 
Le CAthut » acai! iW 2 (3 An ‘ ‘I A . i » | 
; > 1G 
: i ; Syete O ; ° 
} r er vos . ‘d oa q 
ry , P e oo , Al at ™ 
7a oe Oe Keeay b ewes ~ bof } r ’ Ke ( 
re | w sth Le + hoe fire Cs St teed a li. Ate | til ghee YF OA vis at Maul mae 3 a8 
; rn % 
sep = “I -s a 
, ry oe oor sae at oR pe eee snzt : +36 
cetsel tof) Et} $e Bi YO 1 ae on | © | dari =] ‘ta — ’ cn : 
i ; 


> ) ‘ue Va f . \) &'¢ . ’ 





=P ALOR Mr, Brault 


on this same subject, This might give you some 
additional light on what Mr. Farr has said. And, 
due also to the fact thet Mr. Favreau said that 
it was a practically new policy. 

THE CHATRMAN: Well, we would be very 
interested, but I hope it will not take too long, 
because we have a very full program today. 

MR, BRAULT: It will not take long. 
Mr. Favreau has said that it was something new. 
Well, I was about to say that this organization 
of group buying is twelve years old in the 
province of Quebec. 

MR. FAVREAU: Oh, I did not wish to 
leave the impression that I knew all about the 
whole cooperative systcm in Quebec, All I said 
was that if this particular organization, which 
does not exist yet, was sct up, that would be 
onc additional one, That is the only way in 
which I uscd the word "new", 

MAS BRAULE? “ALI 1 wish to say is 
theo even if in Quebec 1t- ie twelve years old, 
they are still refusing to scll cigarettes to 


those groups. That is all I wish to say about 


I represent here today the National 
Foods Division of the Retail Merchants Associ- 
ation, I understand that a brief by the Retail 
Merchants Association wes presented to you last 
Tuesday, and from the discussion that took place 


those who were presenting the bricf might havc 
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a PLDI Mr, Brault 


led you to belicve that it was covering food in 
the most extensive way. 

I might say immediately that I am 
French speaking, and if I do not use the proper 
words always in English, I would like to have the 
advantage of saying them in French, Because some- 
timces it is hard for a person who speaks French 
to express himsclf freely in English. 

THE CHAIRMAN: You are doing remarkably 
well up to now. But I might say that, from the 
point of view of the Commission, it was madc 
clear to us last Tuesday that the speaker presenting 
tho bricf was not speaking for either the Retail 
Merchants Association of Canada (Saskatchewan) or 
for the National Foods division. 

MR, BRAULT: That he was not, do you 
say? 

7 THE CHAIRMAN: He seid that the 
National Foods Division of the Saskatchewan 
Retail Merchants .ssociation were outside the 
priet. 

MR. BRAULT: The Foods Division? 

THE CHAIRMAN: Hc said that the National 
Foods Division had approved thc proposals which 
were coming from, or which had alrcady been 
presented by the Saskatchewan Retail Merchants 
Association, 

MR. BRAULT: But I understand that in 
tho discussion you might have bcen led to 


belicve that in their bricf they were presenting 
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at that time, that it was mostly on the foods 
question. I would not like to have split vicws 
among the association, naturally, on that 
gucstion, because I took part in both, And l 
would like to establish here the jurisdictional 
part of the National Foods Division. 

The Retail Merchants Association was 
organizcd in 1910 under Chaptcr 156. of the 
Revised Statutes of Canada, And in their b111 
it gave the association authority to appoint 
committees, and their dutics. 

The Foods Division was organized six 
years ago within thc R.M.4A., with special functions 
and special dutics, And at the last meeting in 
Junc at Edmonton the Foods Division made very 
sure of that by asking the dominion board of the 
Retail Merchants Association of Canada to pass a 
resolution defining cxactly the duties and 
responsibilitics of the Foods Division, which 
rcads as follows, as it is sct out in the minutcs 


of that mecting: 


Be it resolved that the finances 
of the National Foods Division be placcd 
wholly in the hands of the erficers of 
the National Foods Division, and that 
coincident with the transfer of finances 
of the National Foods Division, thet the 
National Foods Division be given frecdom 


of action in conducting its affairs; 
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that the dominion essociation give 
full authority to the signing officers 
as appointed by the National Foods 
Division from time to time to transact 
business in the name of the Retail 
Merchants Association of Canada, 


National Foods Division, 


At the National Foods meeting which 
took placc two days before the dominion board 
mceting, 2 resolution was passcd on the loss 
leador question, as sct out in the minutes herc, 


as follows: 


Moved by Mr. Reid, Toronto, secondcd 
by Mr. Hazlctt, Edmonton, that we recom- 
mend the Saskatchcwan bricf to the dominion 
board, being that it is acceptable to us 
as a food brief, and we suggest it be 
studicd wcll by the committce of the 


dominion board. 


At the mecting of the Rctail Merchants 
Association, which was hcld two days later, the 


following rcsolution was passcd and carricd: 


Tt was moved by Mr. W. C. Mainwaring 
of British Columbia and scconded by Mr. 
Bh. Jd, Fairbairn of Alberta that this 
association prepare a bricf for presen- 
tation to thc Restrictive Trade Practiccs 


Commission at a time yet to be set by 
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the Commission, it bcing understood that 
inesmuch as Saskatchewan and British 
Columbia were submitting drafts, the re- 
action to their bricfs be carefully 
studied by those preparing the ultimate 
DrLet. 

At this point Mr. Shelly expressed 
Saskatchewan's vicws on the brief that 
the province was submitting to the 
Commission. Mr, Shelly cxplained this 
pricf was on behalf of foods. Delegates 
present endorsed the Saskatchewan 


rae is 


These arc the only things I wish to 
bring before the Commission at this moment, 
Officially, the Nationel Foods Division of the 
Retail Merchants Association of Canada has sup- 
ported Mr... Shelly's formula. 

THE CHAIRMAN: Thank you. 

MR, GERIN-LAJOIE: I have a question 
or two I would like to put to Mr. Brault re- 
garding the approval of the retail foods division, 
I wonder if you would prefer that I ask those 
questions now, or after Mr, Shclly has con- 
cluded his prescntation? 

THE CHAIRMAN: I think the proper time 
would be now, when we are dealing with this 
particular point, 


MR, GERIN-LAJOIE: Would you be so 
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kind as to let me have, to facilitate my 
questioning, the text of the two resolutions you 
have just referred to. 

MR, BRAULT: Yes, I will hand them to 
you. 

MR. GERIN-LAJOIE: Now, I understand 
from the resolution you reed 2 moment ago to 
the Commission that the National Foods Divisions 
of the Retail Merchants Association of Canada 
at its meeting held in Edmonton on June 22 and 
23, 1954 -- that the division recommended the 
Saskatchewan bricf to the dominion board "As it 
is acceptable to us as a food bricf"; I would 
like to know if thc Boerd had before it at that 
time the brief of Mr. Shelly, or should I say 
the brief of thc Saskatchewan group, as mentioncd 
here; or did you have a verbal exposition of 
the substence which was intcndcd to be put into 
the bricf? 

MR, BRAULT: The bricf was in the hands 
of -- I cannot tell you how many people -- but 
I know it was in the hands of the executive of 
the National Foods Division quitc a few days 
before the meeting. 

MR, GERIN-LAJOIE: Yes? 

MR, BRAULT: And it was read and 
studied at the mecting. 

MR, GERIN-LAJOIE: And could you tell 
the Commission if the brief to which you referred 


is the bricf which was being presented to the 
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Commission yesterday and today, or if it is 
another bricf which was submittcd to the Com- 
mission at its Saskatoon meeting last June? 

MR. BRAULT: Would you permit me to 
sce the bricf presentcd to you first -- not the 
second one, I would like to sec the first bricf, 
Would you permit me to see that, please? This 
is the one -- this first bricf presented to you 
is the one that was studicd at the meeting, and 
accepted, That is the one that the resolution 
which you have before you covered. 

MR. GERIN-LAJOIE: I think that is all 
I wish to ask, thank you. 

MR. FAVREAU: Before Mr. Shelly resumes, 
may I ask a question of Mr, Majeau. I under- 
stand you appear here strictly in your capacity 
as provincial secretary of the Foods Division? 

MR, MAJEAU: Yes. 

WR, OPAVREAU? Of. the RVMSAL? 

MR. MAJEAU: Yes. 

MR, FAVREAU: And I understand also, 
from a letter rccecived from you on September 10, 
1954, that the Retail Merchants Association of 
Canada, Quebec Section, as a wholc -- not as the 
foods divisions-=tutias avscctionse? Theek<M, dy, 
endorses the brief as presentcd by Mr. Keith, 
is that correct? 

MR, MAJEAU: Yes. 

THE CHAIRMAN: Then, Mr. Shelly, you 


may proceed, We are gradually getting to 
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understand the Retail Merchants Association, and 
its autonomous divisions. 

MR, BRAULT:°T would like Mr, Majeau 
to enlarge a bit on what he has just said, in 
order to bring light to the situation in Quebec. 

MR. FAVREAU: If there is anything 
that has not been elucidated, plcase do so. 

MR, MAJEAU: If I understood the 
question well, you asked me, Mr. Favreau, if it 
was right that the Quebec R.M.A. as a whole -- 

MR, FAVREAU: As a whole, yes. 

MR, MAJEAU: -- was accepting the brief 
of Mr, Keith. And I answered yes. 

MR, FAVREAU: And you are here present 
now in your capacity as secretary of the Foods 
Division? 

MR, MAJEAU: Yes, of the Foods Division, 

MR, FAVREAU: As far as Quebec is con- 


cerned? 


MR, MAJEAU: Yes. That was not for foods, 


of course. In the province of Quebec we have 
exactly the same sctup, thc Foods Division bcing 
the same association, and it is to a certain 
extent autonomous. 

THE CHAIRMAN: Yes, you may proceed now, 
Mr, Shelly. 

MR, SHELLY: We left off yesterday at 
page 12, near the bottom of the page. I will 


continue with the bricf, as follows: 
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CLARIFICATION RE INVISIBLE DIFFERENCES. 

A little earlier, Mr. Chairman, I 
referred to a bricf submitted to the Com- 
mission by the Safeway Company at Van- 
couver on July 6. We appreciate that this 
bricf was submitted on the invitation of 
the Commission, Since said brief con- 
stitutes a very comprehensive and analytical 
submission, it undoubtedly will serve in 
considerable measure as reference material. 
We therefore deem it important to our 
cause that where there is risk of a dis- 
torted impression being left with the 
reader of that submission the points in 
question should frankly be aired and 
clarificd. We accordingly take the liberty 
to comment and add pertinent information 
in the hope that it may be helpful to the 
Commission in its present purpose, 

The Safeway submission includes con- 
siderable emphasis concerning the fact 
that new innovations and improvements con- 
stantly contribute to ever lower retail 
food prices and that no end is in sight 
with respect to this trend. We fully 
agree with this and would point out that, 
as D.B.S. figures prove, this trend is 
industry wide and is not peculiar to any 
one operator. We could point to instances 


where some part of the Safeway operation 
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is more efficient than the corresponding 
part of some other operator and con- 
versely we could point to instances where 
the reverse applies. At any rate, it is 
a healthy general trend. | 

Sometimes invisible diffcrences in 
accounting and operational practices 
account for scemingly wide discrepancies 
in gross margin or expense percentages of 
similar operations. We have some comment 
to make in that regard, Then, too, some 
of the Safeway schedules do not contain 
adequate explanation and when used for 
quick reference could leave an erroneous 
impression. For instancc, the average 
markup figure of 16 per cent as quoted on 
page 2862 does not include the cost of 
warehousing (ref. p. 2972). The same must 
be said for the markup figures appearing 
on page 2939 (ref, p. 2862). On the other 
hand,,the 1954 margin figure of 16.4 per 
cent on page 2889 does include the cost 
of warehousing (ref. p. 2971). 

SAFEWAY OPERATION SUBSIDIZED. 

We feel that this matter of comparative 
margins should be clarified, Take Loblaws 
for example -- their gross margin and also 
their expense may look high, but then, it 


represents the combined warehousing and 
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retail functions. Dominion Stores on the 
other hand,,pecause of cmbracing a much 
larger gcographical arca, can not servicc 
all of their retail units from their own 
warchouses and therefore make some purchases 
from wholesalers. This relieves them of 
certain distribution expense on the one 
hand but it also reduccs the gross margin 
because the wholesaler has taken some of 
it. Neither Loblaws nor Dominion are 
engaged in the busincss of selling at 
wholesale to other retailers, In the case 
of Safeway we heve a quite different picture 
and this situation was not adequately 
explained in their bricf. Safeway operates 
numerous combination wholesale grocery 

and produce houses which serve as supply 
pase for adjacent Safeway units and which 
@lso conduct a typical wholesale business 
in that they sell to independent grocers 

to the tune of many millions of doiters 
annually. This division is operated in 

the name of MacDonalds Consolidated Ltd, 
They carry the usual range of groceries, 
tobaccos and cigarettes, fresh fruits 

and vegetables and allicd lines, These 
wholesale houses, in their respective 
districts, are under the same Divisional 
Managers as are the Safeway units. As 


stated by Mr. MacAuley on page 2860, the 
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Divisional Manager is supreme in his own 
division, These divisional managers are 
equally familiar with and responsible for 
both the wholesale and retail operation, 
Now it is not unimportant to record that 
in areas where such Safeway-MacDonald 
wholesale houscs are operated the Safeway 
units are subsidized by the independent 
grocers who are supplicd by that whole- 
sale house, This is so because whereas 
the Safeway units are supplicd on an ex- 
tremely low markup basis an cntirely dif- 
ferent higher price structure governs salcs 


to independent grocers. 


I will interject there that we saw an 
example of that in British Columbia, as their 
bricf incidentelly brings out. Because on 
cigarettes to Safeway -- the cost of cigarettes 
to Safeway is $2.59, but their wholesale price 
to the independent grocers is $2.80, and perhaps 
higher than that, Mr, Kraft at the moment was 


not surc, Then, to continue with the brief: 


the Safeway units do not bear the 
real cost of the distribution service per- 
formed for them, Therefore the Safeway 
margin of 14.7 as shown in their brief is 
a subsidized figure. We suggest that 
this information is quite relevant to 


the subject of the Safeway bricf. 





ee bol ny AP at: sea AEs: aaa) 
ee OS erageiem Le 


‘ , ‘ A ai : 


Pe es: vkdeenecear is ete 



























‘Ad iy a - A vies 
ra vr me : ./ oe 
i haba “dodtensqo Lt ten, bas ofbas: odd ded 
\ iv ri ae . 
ny tone Banoon ot aii oust tox at 3s rol Sars T 
. ' ‘ 
bf fatodoaiiny aw oA | a sour a set aeeis at Be wee 7 
CVA be ; { i ; ’ ; ] ‘J ‘ 
‘ q Fi ’ a y Y a ig ds ea ' / 
Kant ‘ Raw ies on it, bod 5 sto 10 ‘ous AoaL ork ole Sk bet ivf 
pad r fetes he iat } Wiens 
“aut YG) sebaog bat conte we box.iete die ori estes 
¥. ae ‘ \ , ; a . Rien r , 7 i * i fas 
eit a ; -olotw 2 ian yd bolt air ia .o%f ctw eatooors: 
i‘ . ‘ a C F at ey ’ a oat 2 
‘ estore, van oed Ca ei eit »..eaned efse 


Chae tc a ot Uf ¥ pwehes sit 





=. 
t ‘ st Ae , Y 

» : Z aah 5 

ps ; on kek wg 3 ‘ime be we ‘ pase oe fl 
i ee 8) SS Gin tea ; ¥ Ls rT si 





a ia ~ es Pee pay es we ae ee) he en an et an re el he ‘ tr “~~ phe 
, hia Vath GIS VOR oD reaet bk aA? te LE, hid 4 arigta ¢ iS 19 % 
| ; 
pee, : i Nie : 7 
\ eT oy rey bow we é + “| 
‘} 7 lh 6 ke ae, al att noqabsit ov 
enh 
i! 
¥ 
‘ é ; , 7 
& on > ; al «® + ~ ~ , Oe 
W338 OW JBOY OFOrO Vootrasvniz [iin I ty 
1) , ui 
i ‘ 5 re er : 
le 4 e tes t ‘ * ft 
‘ a 2 a ws Bo b p ' wo ae 
i 1A Lys 2 iD LURE Lol Mew Patt, he TAdliv £0 SL Ons : 
ie 
= ? + 
“ey omryet rr fp? 2 wd cin met a FY me te pr ef 
pig tof Cae asl ee WAM a= hi A ae ee es TOR ie Di PES Rs 6s 
a wera ae a te 7 
4h ay 2 : ti ey poe 
"i BINT OTR to Feaoo ond a.  vawetra of aag7 GIsalo 
. 
'y = ; Sig at Ca 
? me i Tt. ~ i a ¥ o™ ‘a4 “4 3 
a Lag wy hi Tae a ewe iJ I v tl ite a % at hay / LAG Od I 
~ 4 j 
U c 4 moe fyleeus rity ae med + * : 
, 4A cr" ne ne: @. Wd ae oh Mar t , a" bah ua 4 bre Yeas He ere Wl wis o3 
i “a ? ‘ 7 oY Fe ma : > Sor ; 
ities Fee ence vale * <i + axes vs ane gant saad wade Fd 
vaio Lhueitsi! «=e J. 2k « Th ,76hs mang TSH gE! 
Ve cath 
he ow ~ of tu ee > Oe ae ay be ey ie ty eye? ae at ad Ls od etal cd ; q 
r 1 ee ee, aS ee) he ae Shee RS © Ds ae OY Peed ip a be ey ORT hey, 
Bish, . ae of 7? 
A : ; 
° as . . 
” ; J maT fiadtat : Soak 
rw : - + we f° =* aw. pots 1 tyr. es hee 19 (Fe? 
OS Teeael For wis Oy. YGwS the. Gb. 
Ey ie ‘ 
i , 4 ; - : ne Net ; are : rr . i. a ’ - ‘ 
7 . ~" fe eg ” + + ee ee < i 
Ds an Th) # das Pee r weet r > “ oe 7 
, f . Ad aS iy Ask soliedts ie © 8) t541 S * See “atl 7 
f ik 
” 4 AG 3 he tee + LF , 
-a { c ' 


i Ciera aac Wk Se ne ; eater, Fie F ~~ 
fie) | sats hang oy ano tenant? ots tot, ‘Bose 0% 


ye ae \isisy iat at a 


is at ‘Ws bie foot ut odda oo Yetl Sia 
¥/ 7 : 7 J or a - <f 2 ~~, ap wig of - 3 j 7 


‘ tr PS aad Pies Alten iS = ’ sa a . 
rt handel aI Meet ON | (ae a % post SLetie 8 


. ae - but = 
x! * i ‘ Hs : . a Pu a es Ay, 4 2 B as a “i ras y 
t . ; ‘ , ‘ yer ae ‘ — =r iad 4 
ea ot Sasvoloy Giivp al i nots BATLG Zrit Bids ‘ ‘ 


he Mae gecaliet) atotad, yawerse e ais. 29. Jookiua add PMS eh) 
Pwr ike AMIN ei Ba Gen ti Pt ecb ig ¥ | ai 





~ 4135 - Mr. Shelly 


DISCRIMINATION NOT REVEALED 

We were surpriscd, Mr, Chairman, upon 
reading pages 2973 and 2974, that Safeway 
officials disclaim knowledge of the buying 
position of independent grocers, when they 
themselves are one of the principal sup- 
plicrs of independent grocers and serve 
many hundreds if not indeed thousands of 
them in Western Canada, An examination 
of the operation of these Safeway-Mac 
Donald houses would bring out very revealing 
information concerning the discrimination 
practised by Safeway against independent 
grocers, 

Such discrimination against independent 
grocers carries back even to the processor 
level of the Safeway organization. As is 
well known, Safeways control fruit and 
vegetable canneries, a jam and marmalade 
plant, a tea and coffee plant and some 
other plants. The products of these plants 
are sponsored through Safeway stores, but 
in addition many of them are vigorously 
promoted through their Safeway-MacDonalds 
wholesale division to independent grocers, 
Now here in this 4 page Safeway advertise- 
ment in the Calgary Herald of June 14 we 
see how these Safeway processing plants 
deliveratcly undermine the position of 


independent grocers by enticing consumers 
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to purchase such sponsored brands at Safeway, 
in the hope that the so-called SAFEWAY MONEY 
MAN will ring their door bell and present 
them with a shining 25-cent coin for each 
and every one of these numerous items found 


to be on hand in their household. 


I referred to this at Saskatoon, but I 
have a reason for bringing it out here, and that 
is why I bring it out again. 

THE CHAIRMAN: Is that advertisement 
already on file? 


MR, SHELLY: Yes, it is. To continue: 


There is a string attached to this 
sparkling offer -- a Safeway cash register 
receipt, verifying that a purchase had been 
made at a Safeway store between specified 
dates, must be shown, At the bottom of the 
first page of this four-page advertisement 
appear these significant words in brackets-- 
"MANUFACTURERS OFFER", Here it is clear 
that had this promotion not been sponsored 
by their processor level, Safeway would 
have contravened the Alberta 5 per cent loss 
leader law. We have no knowledge of these 
Safeway processing plants ever sponsoring 
a MONEY MAN through or en behalf of the in- 
dependent grocers through whom they merchandise 
most of these same items. These independents 


evidently are the FORGOTTEN MEN, so far as 
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the SAFEWAY MONEY MAN is concerned, 

IS IT A LOSS LEADER WHEN A RETAILER 
REBATES $4.00 ON A SALE OF $2.79? 

We have not attempted to assess as to 
whether or not in this Calgary instance any 
of these sponsored items were offered at 
loss leader prices, under whatever definition, 
but the point we want to register is that 
there is very definite discrimination here, 
It is opportune to say, too, that the 
question of how many items may be involved 
in any one loss leader promotion is not, in 
itself, of too great significance. In this 
instance, these sponsored brands totalled 
12, plus 4 different varieties of their 
private brand of bread, In any event, a 
shining quarter was in prospect for every 
such loaf of bread and for each of the 
following -- Sugarbelle Blended Peas -- 
Taste Tells Corn ~- Taste Tells Wax Beans-- 
Taste Tells Green Beans -- Taste Tells 
Beets -- Taste Tells Carrots -- Country 
Home Corn =~ Sugarbelle Peas No. 4 -~- 
Townhouse Grapefruit Juice ~- Blend OfGold 
Blended Juice -- Penthouse Asperagus -- 
Yarrow Raspberries, It is significant 
that of all these items only one, namely 
Asparagus, had a unit value of over 25 
per cent, All of the other items were 


priced at less than 25 cents and down as 


“ang 
lana 





at A. ah - et hoa 


my Aq. oes ith ¥ - . 
“oon ve it oy” aL adds 
4 age. eet ee Joi ig | ’ 


Wout tor a 10. tts Yorke : 


in he 





am OF. aa sag 6d seems 





; ie ee fyiopre hat ‘ 
Wee Sian oil? “Yo eal he 
a0 ite trea ty venant deol. 
ir . 
i} 5 ‘ by aera ah , 





iow ow vahog ae Sh 


























. : ' dent wis 
\ nm cote Paria tor Sch 8 mf - bit 4 2 ae Ne 
j * i; hy ‘ ¢4 b : 
, ¥ sere Pai BE ws A aT oe 2 ee | 4 oe: at “f Ae t= ¥ BE 5° ro Bee 
of - Ne , hax oof S G 
, ; j } i 
ie if . tt) De a re TY : “a . 
, ; ; ee em | a. 0 ee ob “ eee " 
a ee Oe gry we Oe EER Chak ag ah oT 
% , 7 a 
» x ‘ 
i 
# be he : y 
ri? 72 ° ° 4 ney ol 5 ma ral 
1 t ry i ’ ~ en Tt —— hea! 
| in? od wen-am vie won to‘ motideus 
- i n - ad 
| ’ , ! t 
re i i J * ‘ 
ay ; 4 , « ~~ ; a a ” 1 gots ] ‘ ; 
\ b 1a} ! p* i 
vy hl er a ad ALO Poe 1 is, t iL Medea <>. ih ee Fe AO ils if Rode » 
i dhs, t\'. é a ‘ Pass ae 5 
i 1 ‘ y 4 > > : 7 “. * ? 
5 * , rat Bt t : 7 LEAS 
a J rl vl @ UW weba Wake able Wee } ute 2 f a 5 
vi e a 
| 2 Sere en a 
4 S eg + = y 1 mY i 
ae + Glad Ah} eh he 4 a we a iy whe ae vies - 
f a ies é ‘ A‘ ay 4 
| f ; i . “ Ai “™ ‘ r 
¥ 
s. : 7 
ih a 3. het 
a ~ eo - - = : 
ri ‘ € ‘wale. +R i Da Tr 
cart ‘ SAIN 2B Vo VESTOL IID 4 Sy . Sk 
: & 
i ‘ u ae 1 
. « : a one a * n - 
q \ na PI ft Peds af te . Sige 4 
: ts 13 broad to basa adsyiag ; 
ey oa 1 
Om . = o o . a a % 7 
; ur r thy: ety , ’ , ae J ‘ a gs : 
é f ace i : cy TH 4ive marpiher a : 
é Ps ; v ‘* CSF tee eit Oe Tt 
ce 
{ i ‘ i] 
reget : ft zl fs ‘ V0 
Ba at ne te To Gs ee t F. f en " Te a rn a 
r Le a7 eal eA? tel ew vs wd ‘ Be Ss ’ i 
: ‘ 
9 Ne + . 
f * . m. a 
“ ‘ Z F : 
! - ae | re = § wire rin ~~ byen FT " 
. i “ c me =} rE ky talked ge tke PS tele A&A ; 
rs cael i E ‘ 1 
) ct os ' , rei ’ . 
r * ow re ae e'¢ He i ele ok nm ~~ 2, A , 
5 mf lat ee A RA ed ee ED PR ee ee eae 
if é ‘ i 
j t ‘ 
“ih . wat a | idee f rit dad : 
+i whee 2 A _ 4 
Py 94 (iT wy RRS MooK) allel agent 
‘ 7 g 
. ti 
: i aw O _ ¥ ne RO whe Abe oa ne 8 rine... ‘i 
i is ’ ie ’ yy } 4 S 
ms . as % Pa ae a ae FS Gab ok Qe ae ke tu at 
. : 
nq - 4 . 2 
7 Ps g a @ tf 7 
. > mad i Board te : eyes) Noten PI 
Bes she) , | SAO hoe il Cy ote OIE. PEA 
; i 1s Tai yg ay . s 
ié d e ; ait DER, ‘ 
re an ‘ a Pees sak aes ado Owe eT ee eo r 
Ra ~~ CULHD TENTISQNGD genowiawol 
ely ‘ a f » 
i - > cenit es 
p corey fi ‘i « ay aay ‘ 
; N a 
Agi “ ont idee ai am Kae > Re fou ; 
: r al ed event Pye m pry 
eet fad SasOnenod a shitaahe heaportse Lo ’ 
Ae f 1 : i 
ret ri eee fie k l : ; 
, ' ’ , n % : 
eat: eMac meh or hg on D ry dhe aly Daeg ’ . - a ay 
rae 10 OL =] ; #9 r TX¢ oy we | thong et 4 
eS ee ee, Cpe \< a4 he @ te Se qanit BC & eho 
f aie a : 
Mal et 
’ pe 1 
7) a ben p oi TE a mn 
ee eae pf thes ae , 
F. eg ood! ay 
f a» od | r ee 7 
a i d Lad a 
C ny awe ) Lu 0 Ha BE aw 9 
, ee oR ale i « 7 
- oy 1] 








ow emett Zerto bape 16 ELA, «Oise BGG 
eta ae 


at py 
“athe Heel ds Boobig” 





‘ 


aioe. & Mr, Shelly 


low as 9-1/2 cents. At the advertised prices, 
taking one unit of each of these 16 items, 

we arrive at a total value of $2.79. Yet, 

if one of each was on hand, plus the 
qualifying Safeway cash register slip, and 

the SAFEWAY MONEY MAN called at this door, 

he would leave 16 shining quarters at that 
household, in other words four dollars, 

EVEN ONE OR TWO LOSS LEADER ITEMS CAN 
BE VERY DAMAGING, 

Now as already intimated, the significance 
of loss leader selling is found not so much 
in the number of items used as it is in -- 
the items selected for the purpose -- the 
total number of items handled by that store-- 
the scope or prominence of that retail 
operator and the impect of his advertising 
or other technique used in the promotion, 
Even the ingenious use of one or two care- 
fully selected items may make a terrific 


impact, 


I will have an example later on, where 
I deal particularly with two items, which had a 


terrific impact, and they were not even advertised. 


SWEEPING STATEMENT GROSSLY MISLEADING, 

Again Mr. Chairman, speaking of dis- 
crimination and inconsistencies, we must 
return to the Vancouver cigarette situation, 


Mr. MacAuley, in speaking of the Safeway 
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price of $2,95 per carton says in part on 
page 2893 -- "What is more, to require any 
higher retail markups on cigarettes, hence 
higher prices to consumers, would deprive 
those customers who choose to buy their 
cigarettes at Safeway of the benefits of 


ets 


an efficient retailing system,' 
exemine whether this sweeping statement 
was justified in the light of Safeway -. 
MacDonalds performance elsewhere, These 
cigarettes are supplied to Safeway stores 
and to independent grocers across western 
Canada through the same Safeway controlled 
warehouses -~- although admittedly in- 


dependents are not served through a smaller 


number of them. 


It is just a very small number of them 
who do not supply the independents, Then, to 


continue: 


The delivered cost of these cigarettes 
is the same at all of these warehouses. 
It is $2.69 per carton, And Mr, MacAuley 
has made it quite clear that the cost to 
Safeway units likewise is $2.69, Mr. 
Kraft, on page 3005, says the Safeway- 
MacDonalds price to some independents 
in Victoria is $2.80 and to some perhaps 
more, he was not sure at the time. In 


Saskatchewan the Safeway-MacDonalds price 
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to independent grocers is $2.91 -- just 4 cents 
below the Safeway retail price in Vancouver, 

In Alberta and Saskatchewan the Safeway re- 
tail price of $3.09 shows a retail margin 

to Safeway 54 per cent greater then that 
realized by Safeway in Vencouver at the 

$2.95 price. Is this the measure of the 
difference in efficiency as between Safeway 
Vancouver and Safeway Alberta and Saskatchewan? 
We say again, Mr. MacAuley was not justificd 

in making the sweeping statement that he 

made. We are very much concerned with dis- 
crimination, Mr, Chairman, whether it be 
directed against independent grocers or 
consumers. 

UNPREDICTABLE SAFEWAY MARKUPS CAN NOT 
SERVE AS YARD-STICK. 

Earlier in our brief we developed at 
some length the point that it was next to 
impossible to establish scientifically 
what amount of the cost of doing business 
might properly be attributable to any one 
given item, By the same token, it is next 
to impossible to determine scientifically 
exactly what markup should properly be 
applied to any one given item, Pages 2852 
to 2874 of the Safeway brief recite in 
considerable detail the different factors 


and considerations that enter into selection 
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of whatever markup should apply to this or 
that given item. The point is made that 
aside from these factors and considerations 
traditional pricing practices as well as 
competition play their part in the markup 
pattern, This subject was quite fully aired 
during the, question period as reported on 
pages 2954 to 2967 specifically and when 
questioned concerning the extent to which 
Safeway could actually assess the profit- 
ability of individual items Mr, Kraft replied 
in pare -- (Hef, pages 2963-4) '-— "Ido not 
believe I can answer that one; and I do not 
know, with due respect to everyone here, 

or elsewhere, if anyone else could answer it, 
I do not know if any grocery store, where 
2,900 items are handled -- if in that store 
it is actually known how much it costs 
exactly to handle each specific item", In 
other words, it was agreed that in the 

final analysis it is a matter of opinion -- 
a matter of judgment -~ and so we say that 
in the case of a company one would think 
that there should be some reasonable degree 
of consistency to such opinion or judgment, 
We know what that opinion or judgment was 

on cigarettes in Vancouver, We know what 

it was in Saskatchewan -- or do we? No, 

Mr, Chairman, I can tell you that in Saskatoon 


it was not Safeway who reduced the price to 
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$3,09 after retail price maintenance was 


removed from cigarettes! 


special reason for developing this point, 


We have a very 


Mr, Chairman, We respectfully caution the 


Commission against accepting markups shown 


in Safeway schedules as being reasonable, 


representative or typical. 


In considerable 


degree, the best that can be said for some 


of them, is that they truly reflect the 


practice of juggling for which this company 


is noted. Let us give you a few typical 


examples. 


Flakes, Ivory 
Flakes, Ivory 


Cream Choice, 
Taste Tells, 
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Taste Tells, 


Butter, Creamery 


lst grade 


Butter, Creamery 


lst grade 


We say Safeway pricing practices are 


unpredictable, 
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Our purpose in drawing attention to 
it here is simply to register the point 
that our recommended 5 per cent and 10 per 
cent wholesale discount provisions included 
in our proposed formula should not be re- 
garded as inappropriate on the grounds of 
markup figures contained in Safeway schedules. 
We respectfully submit that D.B.S. schedules 
would be a much more appropriate yardstick 
to use. We would point to a significant in- 
consistency too. On page 2893 Mr. MacAuley 
speaks of a 26-cent margin on cigarettes, 
which represents the full difference be- 
tween the delivered factory price to the 
wholesaler and Safeways retail selling price 
of $2.95. But here on these Soap Flakes, 
Canned Corn and Creamery Butter we must 
remember that quite apart from the res- 
pective retail markup figures shown opposite 
these items there also was in addition a 
scparate warchousing markup taken, the 
amount of which we do not know, But cer- 
tainly this warehousing cost on these items 
is significantly more than the 2 per cent 
casually referred to in the second last 
paragraph of page 2972 and for this reason-- 
this so-called roughly 2 per cent purportedly 
is related to total Safeway retail sales -- 
which is an inaccurate accounting procedure 


since a great deal of the merchandise 
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retailed by Safeway never passes through 
the Safeway-MacDonald warehouses. We think 
of such items as meats, bakery goods, soft 
drinks and many others which traditionally 
are delivered directly from the respective 
processing and manufacturing plants to 

each individual retail unit. Therefore, 

if this warehousing figure equals roughly 

2 per cent of total retail sales of Safeway 
stores then it amounts to a substantially 
greater figure when properly related to the 
merchandise actually handled through the 
distributing warehouses. This warchousing 
markup, whatever it may be, must be borne 
in mind when thinking of a 6-1/2 retail 
markup on soap flakes, ectc., which tells 
only part of the story, at least if we want 
to be consistent with the cigarette treat- 


ment, 


MR, WHITELEY: Before you leave that 
paragraph, about a third of the way down on page 18, 
you refer to D.B.S. echedules, 

MR. SHELLY: I should not have used the 
word "schedules" it should be D.B.S. figures, 

MR. WHITELEY: Which ones did you have 
in mind? 

MR. SHELLY: I do not know how to 
identify them, exactly -- but the D.B.S. does 


issue information on markups. 
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MR, WHITELEY: By commodities? 

MR, SHELLY: Not by quantities. 

MR, WHITELEY: No, by commodities? 

MR, SHELLY: Oh yes, surely, by commodities, 
I am quite sure they do, although I have not checked 
that, 

MR, WHITELEY: The only ones we have had 
drawn to our attention are operating figures for a 
cost of business -- in other words, retail grocery 
stores, or something like that, 

MR, SHELLY: Well, Mr, Chairman, I would 
like to admit that I have not checked on that, 

But in preparing this I was thinking back to the 
days when I was with the Wartime Prices and Trade 
Board and we had that information available, And 
I am quite sure it came from D.B.S. 

MR. WHITELEY: I just wanted to make 
clear what reports you had in mind, 

MR, SHELLY: Yes, well, I cannot identify 
them, but I am confident D.B.S. would have that in- 
formation, 

MR. WHITELEY: The only ones we have had 
drawn to our attention are these operating reports 
by cost of business. But we have not had drawn 
to our attention any markups by commodities, 

MR. SHELLY: Then, that is something 
I shall have to verify. Then, to go ahead with 


the brief: 
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WIDE AREA OF AGREEMENT, 

While we have deemed it necessary, Mr. 
Chairman, to point to certain phases of 
the Safeway brief that bear further study, 
and also raised some gucstions concerning 
certain discriminatory practices, we should 
also like to say that there are wide areas 
of agreement, We list below a summarization 
of the kind of things we are opposed to and 
which we believe are compatible with the 


Safeway brief. 


1. We are opposed to so-called retail price 
maintenance, 

ee We are opposed to so-called floor prices 
and minimum markups. 

3. We are opposed to imposition of uniform 
markups, which are entirely impractic- 
able. 

4, We are opposed to any measure that will 
hold an umbrella over the inefficient, 

5. We are opposed to any law requiring 
retailers to take larger profits. 

6, We are opposed to any measure that is 
prejudicial to the interests of primary 
producers and consumers, 

7. We are opposed to any measure that 
would interfere with the freedom of 
retailers to assist with the effective 


disposal of farm surpluses through 
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application of smaller retail markups. 

8. We are opposed to any measure that 
would have the effect of depriving con- 
sumers of the. full sbenéfitsof tany 
cconomies arising from new innovations 
and techniques applied at any level, 
including wholesale and retail. 

9, We are opposed to any measure which in 
its effect discriminates against any 
class of retailer within any given trade 


classification, 


LOSS LEADING IN CENTRAL CANADA AS A 
MATTER OF OPERATING POLICY, 


If we seem to dwell a lot on the Safe- 
way brief, Mr. Chairman, it is because we 
find wide areas of agreement in it as well 
as certain areas of difference., We) believe 
that it should be helpful to the Commission 
to know the reasons for any such differences, 
But before further drawing on the Safeway 
brief I should like to relate to you the 
gist of a casual friendly discussion I had 
with a substantial food chain operator of 
so-called central Canada, which took place 
subsequent to the June 29 hearing at 
Saskatoon, We got on the subject of the 
Saskatoon hearing and he, in effect, said 
this to me -- "You know, the rapid growth 


and increased profits in my company can 
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"pe attributed to loss leader selling, I 
usually pick about four good items, a key 
meat item, a key produce item and a couple 
of key grocery items, cut the heart out of 
them and keep pulling in more and more 
people into our stores. I make no attempt 
at keeping competitive across the board 
and despite my loss on loss leaders I come 
out with a satisfactory and profitable gross," 
Now this operator is frank and above board 
about his loss leader selling and he makes 
no bones about admitting that he makes up 
the loss taken on loss leader sales on 
other items. This is a very substantial 
operator and his competition would affect 
many hundreds of other food retailers, 
both independent and chain, This operator 
has been successful with this loss leader 
device since his competitors, generally, h 
have not retaliated in kind. Yet, he 
realizes that things will not continue 
this way indefinitely. We see here, in- 
cidentally, Mr, Chairman, that while con- 
sumers gain nothing from such loss lesder 
operating policy, it does create confusion 
in their minds and builds up a false sense 


of values, 


THE CHAIRMAN: What do you mean by the 


expression "while consumers gain nothing," 








ic) 
v te 
7 
f 
a 
ial ' 
Wi 





oat By ina ce a6 


‘iy 



























2 bode vi 
. aed ba 
. “ t ( - 
ylides = (bee a odio Vora “ysiot ‘ten 
. A Ad 
i i ad ® ; 
> oh +e a ie & de fii ver 4 a ¥ a 7 % } 
~ T; ; +“ i. on oe ha : : 
20) YHOO WBS Ole Rte ae eRe ear < oOo Yen's a2 
bee 1 ¥ bd : 
ci ‘i } ran i ' 
z mers Ae ope me 2D om e a e ty 1 
3 fou 1 DH. QOIOoMwm. tL Jia pibey er 30 a ’ ox . 
’ i ‘ 7 4¢ 
» ¢ 4 aT oad j - 
Tertoteart iis cs he Shee Tete sais ¢ nt cis: at 
QB OU RRR Ee SIRO “ICY! COME nee dei (Ted 
Ne is iy : Boeri mi} 
x " at hl od a P } +444 = Le : = 
} ~ +, OP's s aay . a “e > rs 
SEBOD DFT. BOE gS Ov £e CIOS + BOW 28 
f D . 
~ nig (14 » aa f a ene TN re, ~ a ure oe 4 oe a * 
OMIog eSGal Maat h-Baolo ym Srigeom oO 
' cr 
ry bes *, t " +® : ‘eye ° Se ie + ~~ tak, +e + ; 
f 4 * ‘ “er ~ + ‘i; 
ak 7" L | te SS a SS‘ 1 Sale > erie ¢ fIR6 a one iW wv JIE : 
P ‘ hd " r pe cae . a 
he os Re FOB FERS ee Re ea ad 7 ony ; 7 
i ey 
ne a tA Mue ee : Pi ela ame 5 es 
; el \ wie he POPS | wes Batt {2G 
~i , on > “Hee 5 £ “ So aey Te _— = rs 
: RST ORT aa Ba ee De: OF Seg, Git 4 ; 
7 
Pa a a at oh 
(io A9ise. tebaol uao Xa MoKA Beal f 
2 
’ p : 
‘ . ee “ - 
J : Ra 4 te i] a ot i] j 7 | 1 Pa j 
7 - it 
~~ 
foatis vow Mit htognos git breeds rade 
> 
2 
rs > nt a my id Ot » ots = 2 | ene 
t ae Se AOU a Li ag hae wag i? : T 3% ¥ 
mpi 
Ate : Sun do. Sade ch Se iy bint oo ae y 
j fz *j ; 4 eben leo. Oi VECO OS DIES Ba cicd 7 
a 
A b 
4 ) ‘ a ? ¢, A b * oa > on | 
Pd va hf at ty 7% Ni abe a 4 } av sth 
| x — ee fat ' : 7 
Geet = SI y BEL AERP SP (Eau Lat IS LVUD J 
a { by fa ‘ 
\ t & &, see i ; pres Py SVEE , Lig ta 
i ~ - ps y e. Pa . , vs , 
: i RAD i Pie dusts, Wogboa bie Mephee) ot eee 
} ’ 
i =e ge) ta oS ar ae ee ne a og al 
ae Cae Sa meh + % Pa ie Mila De be nal re hd 7 
Vy 
4 im = | ¢ ew jw ry i 
tte 1s . hs i Vs 4 ~ 1 LV atipe “ o et i 
; _ 
ay e, rc 4 “~e r ‘ a vo oa wi ta 
robe ve ab ra Ri , Poe oat mbes fa 
4 - F ‘ ad Fen’ ~— “a Pf TS ae Pe * ‘ 
J Py 4 2 P ~ nts en 4 4 f 
7 7 7 4% ‘ ¥ . 
4 ~ 
i ii { ; 
. " ne ag v 4 : Y Poo ‘ : ie 
me , “ wid a ie pe gs eerie ec wt a te in me hy 
PAT ! Py Ske mee Dat ee a i py no op Bh | HEA ; pi iy. oo ie 
a § ] ; a? . 
- ‘ ty. YA - a “7h Te 
Ps .. Sea 7) a 
ae . aa By Lo F 
- A 


ae ae want » Pave P . f + adh, fe ¢ re es : 
Sie YS Deon, HON OD. Saw iis (ALAC GT ‘ : 





& ANS Mr. Shelly 


MRY SHELLY "The proor “of ‘10 ds. this, 
that this particular operator has improved his 
sales position and his profit position, which 
could only happen in one way. He had to sell 
more profitably. Therefore the loss that he 
took on his loss leader items was more than made 
up as a result of the overall price structure 
that he observed, 

THE CHAIRMAN: Would that necessarily 
mean that the rest of his stock was priced at a 
higher level than it would have been, if he had 
not had this loss leader? 

MR. SHELLY: Oh yes, 

THE CHAIRMAN: Well, I do not think it 
follows. A merely greater volume on the rest of 
his sales surely would cut down his overhead per 
dollar of sales, and thereby make a greater 
profit. 

MR. SHELLY: I will answer it in this 
way, that he was not attempting to be competitive 
across the board. 

THE CHAIRMAN: That still does not 
mean that he made any change in the prices which 
he would have charged on the balance of his com- 
modities. 

MR, FAVREAU: It may well have reduced 
his average markup, But if it has increased his 
turnover, it must have increased his profit. 

MR. SHELLY: Perhaps I am not answering 


the question directly. But my point is this, 
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that had he not followed the course of offering 
these loss leaders he certainly would have had 
to be pretty competitive across the board in 
order to have a satisfactory volume of business, 
That I think, in practice, is the important 
thing. 

THE CHAIRMAN: It scems to me that the 
public would gain whatever savings were on these 
loss leaders, and they might not necessarily 
lose anything on the balance, It is difficult 
to say. 

MR, SHELLY: I can see your point, but 
I do not think there is any way of proving the 


point, Then, to continue: 


I might say too, Mr, Chairman, that 
this operator was not perturbed by. the 
prospect of having our type of formula 
translated into law. His casual reaction 
was that it was a constructive proposal. 

I am sure he will readily adjust himself 

to such a change. I believe that can be 
taken as a typical reaction of Canadian 
food retailers generally. Safeway, with 
headquarters in California, of course, 

may be an exception. But we have no doubt 
that Safeway would experience no particular 
difficulty in likewise adjusting them- 
selves to such more or less voluntary 


adiscipiine; 
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A STORY OF STEAM-ROLLER CONQUESTS, 


We believe, Mr. Chairman, that in order 
to understand the probable basis for Safe- 
way objections to any effective loss leader 
measure, one has to know something of their 
background and aspirations. They have, in 
a few short years, become the second largest 
food chain on the North American continent-- 
which is the same as saying, the second 
largest food chain in the world. They 
entered Canada in 1929, which I recall very 
vividly. At that time, when reviewing their 
astounding progress of the previous year, 
their President, Mr. M. B..Skaggs, reported 


to their stockholders in part as follows: 


"During the year 1928 your company, 
through its operating subsidiaries, 
opened 201 grocery stores, and 177 meat 
markets were also installed, During the 
same pericd the following additions of 
existing units were made: 

In February, the Arizona Grocery 
Company and its subsidiary, Pay'n Takit 
Stores, with 24 grocery stores and 24 
meat markets, operating in Phoenix, 


Arizona, were acquired: 


In June, the Newway Stores, operating 


15 grocery stores and 11 meat markets 
in El Paso, Texas, and vicinity, were 


acquired. 
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"In November, Sanitary Grocery Company, 
operating 429 grocery stores and 67 meat 
markets located in the City of Washington, 
D.C es and.vieinity, was accuired, These 
stores include 49 Piggly Wiggly self- 
service stores and meat markets in 
Washington, D.C., and vicinity, and 46 
grocery stores located in Richmond, 
Virginia . 

In November, Eastern Stores, In- 
corporated, operating 67 grocery stores and 
12 meat markets in the City of Baltimore, 
Maryland, and vicinity, under the name of 
Knoblock Brothers, was acquired. 

In November, the assets of the 
Piggly Wiggly Pacific Company, operating 
91 grocery stores and 84 meat markets in 
Oakland, California, and vicinity were 
acouLred, 

In December, the stores formerly 
operated by Bird Grocery Stores, In- 
corporated, consisting of 224 grocery 
stores and 210 meat markets, under the 
Piggly Wiggly system located in Kansas 
City, Missouri, and in various other 
cities and towns in the states of 
Missouri, and in various other cities 
and towns in the states of Missouri, 
Texas, Arkansas, Iowa and Kansas, were 


acquired: 
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"In January, 1929, the company 
acquired through an operating subsidiary 
the assets of Sun Grocery Company, op- 
erating 50 stores located in Pukeay.” 
Oklahoma, and vicinity. In February, 
1929, the Company acquired the assets 
of Piggly Wiggly Western States Company, 
operating 174 stores in Los Angeles, 
California, and vicinity, and 14 stores 
in Salt Lake City, Utah, More recently 
the Company entered the Canadian field 
with the acquisition of nine grocery 
stores and options on 19 additional 
units in Vancouver, B.C. T52s Le. we 
first step in an expansion program in 
the Dominion, 

The Company, through its subsidi- 
aries, is now conducting its activities 
in twenty of the States, the District 
of Columbia, and the territory of Hawaii. 

In the expansion program of the 
Company during the past year, both 
through purchase and opening of new units, 
the ability to continue along the lines 
of our past success has been a fundamental 
consideration. We belicve that the op- 
erating personnel of the Company has kept 
pace with the growth of the Company, 
that the conditions in our territory are 


such that we shall continue to progress 
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"ang that, all in all, the prospects 
for the coming year are very favor- 


ape i" 


I would like to interject that a day 
or two ago Mr, Staples of the Cooperative Union 
made a presentation here, and if I heard him 
correctly he was impressing the Commission with 
the immensity of the cooperative movement in Canada. 
T think he said that sales last year of the co- 
operative movement in Canada amounted to $1,500 
million -- which is a tremendous accomplishment, 
I would just like to interject here that the 
sales of the Safeway company last year were 
$251 million greater than those of the entire 
cooperative movement in Canada, Incidentally, 
$2,800,000 -- that is Canadian dollars -- were 
sent across the border by way of dividends from 
the Canadian division for the past fiscal year, 
to the Safeway company headquartcrs. 

IT have the official information on 
that here, This appeared in the press just a 


few days ago: 


Net sales of Canada Safeway Limited 
during the first 24 weeks of 1954 totalled 
$69,605,570, an increase of 7.1 per cent 
over the net sales of $65,008,991 in 1953. 


So 16 is still eaing up... Then, vo 
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This, Mr. Chairman, is the story of 
early Safeway history and aspirations. It 
is not unlike manifestations that we see on 
the world wide international scene today. 
Since that day in 1929, when President M.B. 
Skaggs gave this lucid report, the Safeway 
organization, in a relatively short period, 
has become the second largest food chain 
in the world. The spirit of new conquests 
remains very much alive and undoubtedly Safe- 
way headquarters feels that any measures cn- 
acted which could in any way effectively 
restrict the ingenuity of Safeway practices 
might stunt their rapid growth. As we have 
seen on page 2955, and quoting Mr. MacAuley-- 
"We just do what we are told -- the President 
of the Company tells us what to do," Un- 
doubtedly their President has told Mr, Mac 
Auley to resist any and every kind of effective 
loss leader measure, We can assume, iY 
Chairman, that in their home country too, the 
Safeway company must have opposed the many 
different measures that have come into being 
and, while they have had to adjust themselves 
to these measures, Safeway still are operating 
successfully and forging ahead. We predict 
that the same would hold true in Canada, for 
the mcasures that we propose are no less for 
their protection than for that of Canadian 


retailers and consumers. 
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Son — Mr. Shelly 


THE CHAIRMAN: We. had better have a 


short break now, I think, 


---— Recess, 


--- Upon resuming, 


THE CHAIRMAN: You may proceed, Mr. 
Shelly. 
MR. SHELLY: The brief continues: 


FARM POPULATION AND URBAN MOTHERS DIS- 
CRIMINATED AGAINST, 


In Western Canada, Mr, Chairman, our 
chief basic industry is egriculture, and 
that of course also applics to other important 
and sizeable areas of Canada. A large part 
of our population lives on the farm, Many 
of these people make only one shopping trip 
per week, a good many even less frequently. 
I think no class of consumers is so adversely 
affected by discriminatory pricing practices 
as are our rural people ~- although ad- 
mittedly many an urban housewife, tied 
to the home with small children, is in a 
Similar boat with her farm sister in terms 
of frequency of shopping tours. I recall 
very well, thinking back to the days when 
even food chains provided so called free 
delivery service to urban folk, how the 


farm folk admonished us and said -- "Why 
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"do we farmers have to pay, in the price of 
the goods we buy, for this costly delivery 
service provided free to the urban folk?" 
Well, that particular type of discrimination 
is pretty well past history, but today we 
have a different form of discrimination which 
is no less objectionable to the rural folk 
and to the urban mothers who are tied down 
to their homes. We are speaking here, Mr, 
Chairman, of price juggling practices which, 
aside from often being in the class of 
vicious loss leaders, have the effect of 
discriminating most unfairly against the 
mentioned categories of consumers. In ad- 
dition, they are a real source of annoyance 
to any and every classification of consumers 
as can be appreciated when one thinks of 
the housewife who discovers that her neigh- 
pour paid a dollar less, or a dollar more, 
as the case may be, than she did for the 
same article in the same store. Here are 
some typical examples to illustrate the 


point, 


DEVIOUS DUBIOUS DEVICES - CAREFULLY 
CONCEALED FROM COMPETITORS, 


"You shop in a unit of this International 
chain and when you unpack your purchase at 
home you find an insert, or coupon if you 


like, which has a stated value toward the 
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purchase of a specified item, valid only 

in that store the next day, or perhaps the 

day after, (We are not speaking of manu- 
facturers coupons, such as soap coupons 

etc.) Now this farm customer, or urban 
mother, perhaps is. deprived of the opportunity 
to benefit by this offer -- she cannot so 
soon rush to the store again -- and it 
therefore discriminates against her. But 

it has had its propaganda value of identifying 
that store as the store with better valucs -- 
which obviously is the purpose of this device. 
Now this device also discriminates against 
regular customers of that store who had no 
opportunity to receive such slip or coupon 
since they failed to shop on the particular 
day when this insert was included with the 
purchase of at least some customers, if not 
all. So some of these customers happen to 
shop in that store on the day when the 

coupons are valid but not knowing about them 
they too miss out and pay the full price 

for the item. Of course, the few who do 

make the extra trip to that store on the 
specified day do enjoy the bargain. Now 

if a Government questionnaire happened to 

come along for completion that day this 

price cut of course would not show up -- 
technically the price had not been cut -- 


however, 2 coupon had been issued which 
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was equivalent to a price cut, -That. coupon 
value might have represcnted 25 per cent 

or even more of the price of the item, 
Another discriminatory aspect of this device 
is that it did not apply to all units of 
this chain in this city. Under our formula, 
Mr, Chairman, competing retailers could buy 
from this chain at such price, less coupon 
value, less 5 per cent or 10 per cent wholec- 


sale discount, and compete, 


I will just show a sample of this kind 
of procedure, This is the sort of thing that is 
happening in Saskatoon at the present time, and 
it igs a very important thing with us. Here is 
one, "Spafeway offer, this coupon worth 15 cents 
off on one-pound package of Airway coffee," 

MR, FAVREAU: Off what? 

MR, SHELLY: Airway coffec, a private 
brand of coffee -- "This offer good at Safeway 
stores only on Monday, August 30, 1954." 

Now, as you see from this, it is 
available only to the ones who happen to get 
that insert when making a purchase, Then, on 
the reverse side appears something which works 
a little differently. It says: "Monday, special 
buy of Safeway, boneless fresh frozen round veal 
roast, pound, 45 cents," That presumably would 
be available to any customer visiting that store 


that day, That coupon, although I have no proof 
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of it -- I cannot prove it, but I know it -- 
that is not put out in all stores at the same 
time, In other words, it is available in one 
store in the city -- it mey be in two stores, 
T don!t? knows But at te not general. I will 
file it with you, 

MR, FAVREAU: How do you apply your 
formula in a case like that? 

MR, SHELLY: In this way, that the 
retailer would have the right to buy up to $300 
worth of that coffee, less 15 cents. 

MR, FAVREAU: Less 5 or 10 per cent? 

MR, SHELLY: Yes, less 5 or 10 per cent, 
That is exactly the way it would work out, 

MR, FAVREAU: Because this will have 
peen the lowest available price? 

MR. SHELLY: Yes, that was available 
to the consumer ~- on a discriminatory basis. 
It was not evailable to all consumers. Then, 


to continue with the bricf: 


"Another example, and again most 
likely it only applies at one of the units 
of this International chain in this city 
at any one given time, On a given day an 
attendant is at the door of this or that 
unit and says to every person who looks 
like a prospect for a 100 pound bag of 
sugar -- "Today only, a one dollar dis- 


count on a hundred pound bag of sugar." 
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This again is obvious discrimination against 
customers who do not happen to shop that 

day and likewise against customers who 
happen to shop in another unit of this 

chain that day, Here, as in the first 


instance, one of the objects -- 
and this is very important, Mr, Chairman -- 


-- is to conceal this loss leading from 
competitors, And here again our formula 
would effectively enable efficient in- 


dependent grocers to compete, 


I would like to enlarge on what I mean 
by “efficient.” We have all types of independent 
grocers some of them pay no attention whatever 
to what is going on, They would never know 
anything about this, never notice it, They know 
that it has an effect upon their business, but 
they do not know why, because they do not bother 
finding out what is going on, 

But when I refer to an efficient 
merchant I mean an alert independent whose in- 
terest is in keeping in business, and who is 2 
good merchant, As far as that type is concerned, 
our formula would work in cascs like this, It 
would not work with all because, obviously, one 
who did not bother about it or did not find out 
about it ~{ it would not do anything for him, 


Perhaps I could just enlarge a little 
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more upon that particular point, North Battle- 
ford and Saskatoon are only about 100 miles 
apart, At Saskatoon at the present time the 
retail price of sugar is $10.50, and at North 
Battleford the car-lot cost to the wholesaler 

is epproximately the same, I believe it is 

just a few cents higher than it is at Saskatoon, 
The retail price at North Battleford is $9.60, 
ag the result of a Safeway store very recently 
having done this very trick. And I will call it 
a "trick", because that is what it is. And we 
have had the same thing happen in Saskatoon, 

but there it has righted itself for the time 


peing. Then, to continue: 


"And yet another example of discrim- 
ination in some unit or other of this 
International chain! Now they attach 
coupons of their own to this item or 
that item at random in the store. Again 
most likely only in one of a number of 
units, Even in the store where it does 
apply it may be for a matter of minutes 
or a matter of hours, The coupons may have 
a value of 25 cents, of 5O cents ..(0or, ‘one 
dollar or any other amount. We are not 
speaking here of cleering or distress mer- 
chandise, although et times it does apply 
to clearing items, The cashier removes 


these coupons at the check-out counter, 
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So there is no evidence of its getting 
out of the store, The coupon is attached to the 
item in the store. At the check-out counter the 
value of the coupon -- perhaps 50 cents -- is 
stated as a reduction of the price, The coupon 
is removed by the cashier and undoubtedly serves 
for the purpose of balancing the cash, I do not 
know exactly the mechanics, but anyway, so far as 
the customer is concerned, when the customer leaves 
the store she does not have the coupon, then 


to continue: 


This device keeps competitors, except 
the real alert ones, in) the’ dark,..It again 
discriminates against many customers of this 
chain ,. against some who shop in that same 
store that same day, and of course against all 
who shop in the other units of this chain in 
this city on that day. Here again our formula 
would enable efficient independent grocers to 


remain competitive, 


THE CHAIRMAN: I wonder how far your ob- 
jection to these short-term bargains goes, I am 
looking now at an advertisement which does not 
deal with groceries, in which I see various items 
put up in this. sort of pacha! TT? em, only". 
and a particular article is named -- "Regular 
$58.95, one eats full price $2.69." And another 
type of article is mentioned -- "Regular $295; 
one oma FuULIM price, $5" 
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MRs SHELLY: There is a very real 
distinction between that type of thing and what 
I am talking about here, because that is avail- 
able to everybody. Everybody reads it and knows 
about it, 

But here there is discrimination, Not 
only is there loss leader selling, but there is 
also discrimination, 

THE CHAIRMAN: Well, it is really only 
available to one person, the one who gets that 
particular article, 

MR, SHELLY: That is true. But you 
see, I think it is perfectly ethical, because 
it may be applied to a fur coat, which amounts 
to quite a little bit of money, and it is prob- 
ably the end of the season, and they are ad- 
vertising and they have one only of such and such 
a size to clear out at a price of. so much, | 
Naturally everybody knows there is only one of 
them. 

T am reminded now of this Calgary ad- 
vertisement, There was nobody knew how many 
shining quarters were going to be handed out, 

It is different in that respect, 

MR, FAVREAU: This is a publicity stunt 
which is admittedly designed just to attract 
people, and it deceives nobody. Let us take, 
for instance, a meat store that would advertise 
in exactly the same fashion -- "Tomorrow 11 


o'clock, prime roast beef, 15 pounds each at 
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"1.50 for the whole roast", That would be 
exactly the same thing, 

MR, SHELLY: Yes, that is right. 

MR, FAVREAU: Nobody would be deceived. 

MR, SHELLY: That is right. 

MR, FAVREAU: What would you do with 
that? 

| MR, SHELLY: I am not criticising that 

sort of thing at all. Everybody knows about it. 

MR, FAVREAU: How could you except 
this case from the application of your formula? 

MR, SHELLY: There is no difference, | 
so fer es the application of the formule is 
concerned. Actually, you see, it is entirely up 
to the competing retailers, If they are alert 
and making it their business to know what is 
going on, then in these cases which are con- 
eccalcd devices, the alert retailer will still pro- 
tect his position under our formula, If stots 
wide open, as you say, in this advertising, well 
then even the ones who are not elert will know 
sebout it, And chances are that if it is advertised 
for 9 otclock and at 2 certain price, it may not 
necessarily be a loss leader, at all. In Fac, 
I would say generally no. ss 

MR, FAVREAU: But the Chairman has 
stated a case where it definitely is a loss 
leader, and on one item, and also is definitely 


and admittedly a publicity stunt. 
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MR. SHELLY: Yes ~- well, the two go 
together, 

MR, FAVREAU: You say that it is not 
unethical because there is nothing to deceive 
anybody, and everybody knows about it, and every- 
body can try to arrive at the store at the proper 
time and try to take a chance on getting that 
particular item. 

MR. SHELLY: Yes; but nevertheless it 
can be a very effective loss leader, I did not 
catch the significance of it at first; you were 
mentioning it as a loss leader, 

THE CHAIRMAN: I think it is implicit 
in the variation between the regular price and 
the price of the article ~- the regular price of 


$295, and there is one only at 9 a.m, the next 


MR. SHELLY: How much? 

THE CHAIRMAN: Five dollars ~- reduced 
from $295 to $5, 

UR OSHELLY? 10h, Tf die nmotycavch that 
price  betore. 

THE CHAIRMAN: Well, applying your 
formula it seems to me it would mean that on the 
next day every retailer of a similar class of 
goods could go in thet store and ask for $300 
worth of those goods at $5 each? 

MR, SHELLY: No no, because that ob- 


viously is a clearing item, 
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THE CHAIRMAN: Oh, but if you read the 
full page of ads, I do not think you would agree 
with that, 

MR, SHELLY: Well, when you get into 
other classifications of goods there are situ- 
ations which are peculiar to those classifications, 
and which would not arise in connection with food, 

THE CHAIRMAN: That is, your formula 
might not apply so readily to other types of 
merchandise? 

MR, SHELLY: There are peculiarities 
in other trades which do not arise in connection 


with foods. Then, to continue with the brief: 


"Then this International chain employs 
yet another device which has all of the 
attributes of the former examples. Again, 
it would most likely happen in only one 
unit of this International chain in this 
city at any one given time. The store 
manager verbally announces to customers 
in the store that during the next 15 minutes 
the price of their private brand $1,41 
coffee is 99 cents, more than likely with 
a quantity limit but not necessarily so. 

Or the time may be 10 minutes or perhaps 
one hour, depending on the item selected, 
the number of people in the store etc, 
Now on page 2941 we find a margin of 6 


per cent on private brand coffee of this 
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company and on page 2946 it is 8-1/2 per 
cent, But a drop from $1.41 to 99 cents 
is a reduction of 32 per cent -- which, 
nevertheless, is not a loss leader under 
the definition of this company. If a 
government questionnaire were completed 
that day this price cut would not show up 
since during the major part of the day the 
regular price -prevaited Bi so that they 
could truthfully? insert the regular price. 
Again, discrimination against other customers 
is very real since people who shopped in 
this same store en hour earlier paid $1.41 
for this coffee and customers in their other 
units in this same city throughout the day 
purchased at $1.41, Here again our formule 
would eneble efficient independent grocers 
to compete, | 

"Yet another example. Come St. Patrick's 
dey this chain promotes e loss leader on 
"Tittle Dipper" brand cake flour, which they 
regularly sell at 28 cents per package -- 


the going price in cash and carry stores, 


That happens to be a very important 
item. My firm buys it in carload lots all the 


time, 


Now it is priced, in one store at 
least, at 2 packages for 56 cents, less 


17 cents, making it 39 cents, Now this 
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cake flour has two popular flavours and the 
carlot cost to the wholesaler is $2.90 on 
the one and $2.75 on the other per case 

of 12 packages, which brings the average 
per package cost to 23-1/2 cents. But 

this retail price of 2/39 is 18-1/2 cents-- 
a net loss of 4 cents per package quite 
apart from the cost of performing the whole- 
sale and retail function, But it is not 

a loss leader under the definition of this 
compeny since they no doubt would explain 
that this price was not used "with the 
intent or purpose of injuring or destroying 
competition or misleading customers". This 
was not an advertised promotion but it was 
clearly identified in the store with this 
17-cent reduction, along with other items 
to which a 17-cent reduction likewise 
applied, Here again, our formula would 
enable efficient independent grocers to 


compete, 


NOW THE PRODUCT OF THE FARM IS LOSS 
LEADERED., 


"Now we come to a more significant 
loss leader promotion than any of the 
foregoing and this time it concerns products 
of the farm -~- preserving apricots and 
peaches. Here we really had a demoralized 


situation, similar to the examples of 
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prior years which I related in the course 

of the June 29 hearing at Saskatoon, What 
we now report happened in Saskatoon last 
month, Here we speak of identical fruit 

in all mentioned stores, Throughout the 
week when this demoralization started there 
was no local oversupply of this fruit. 

Nor was there a lower replacement cost in 
prospect, In all, instances the fruit was 

in first class condition -- not overripe 

so that it needed clearing, The prevailing 
retail price in cash and carry stores was 
$3.19 for apricots and $2.99 for peaches, 
which yielded a normal margin both at the 
wholesale and retail level. In order to 
promote volume movement of this farm product 
the sale of this fruit was keenly promoted 
through heavy advertising and these mentioned 
prices were boldly featured by the principal 


retail advertisers. 


And in that city they are Safeway, 


my company, and Eatons, To continue: 


No lower prices were in evidence any-~ 
where and stores generally had bold price 
cards up alongside their stacks of this 
fruit at the mentioned prices, as estab- 
lished by competition, 

"Monday, August 9 at 5.00 p.m., when 


in the downtown unit of this International 
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chain you found these same prices on the 
price cards but you were told that if you 
took a case of each the total price was 
$5.00 instead of $6.18, These $3.19 and 
$2.99 prices appeared in their newspaper 


advertisement that same afternoon, 


The paper comes out late in the after- 
noon and normally applies to the next day's 


Selling. Io conuunue: 


"Tuesday morning, August 10, the price 
cards in this same store remained unchanged 
at $3.19 and $2.99 and sales were made at 
these prices. However, if you asked if a 
case of each was available at a total price 
of $5.00 like on Monday afternoon, the 
answer was "yes". If not asked, you 
simply paid the higher price, 

"The same day, in the 33rd street 
unit, price cards were up at $3.19 and 


$2.99. 


So far.as.pricing is,coneerned, the 
prices remained up at $3.19 and $2.99, At the 
time of every sale of a box of fruit the reduced 
price, one dollar lower, was put on the box, 

I suppose that was in case of a return of that 
box by a customer the store would know that the 
price that hed been charged for that box was 


so much, Then, to continue: 
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When questioned about the downtown 
~gtore price of $2.50 average, the answer 
was that "The downtown store has flash 
specials on at times, but rather than 
allow customers to go downtown," I'11 give 
you a reduction of $1.00 per case", which 
then made the total price of a case of each 
$4.18. A little later this same day this 
store sold freely at a reduction of $1,00 
per case, with the explanation that this 
woulda NOT continue on Wednesday, the next 
day, A check on Thursday revealed that 
throughout the day this unit still was 
selling freely at $1.00 per case off, which 
is well below the carlot cost price to any 


wholesale buyer. 


Carloads of the fruit were coming in 
freely at the time. It was the season, and there 
is a very slight variation in the delivered cost, 
There were slight variations in the market price 
at the source, very slight ce maybe 10 cents 
a2 box or so. And another varying factor depends 
upon how hot it is at the time, and how much ice 
is used in transit in shipping those cars, The 
cost of icing varies a little bit, too. But 
these two variables actually made inconsequential 


differences in the delivered carlot costs at 


destinations. 
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Friday generous fresh supplies were 
received by this unit and by then the 
price of both apricots and peaches in 
this one store was $1.99, making a total of 
$3.98 for two cases at (32u1/2. 


MR, WHITELEY: Are those the prices 
posted for that fruit? 
MR, SHELLY: No, at the time of sale 


it was put down at that price of $1.99 a box. 
"Tuesday forenoon, August 10 -- 


and we are going back to another unit -- 


in a check of the Broadway unit revealed 

that this fruit was selling at the advertised 
prices of $3.19 and $2.99 and here the 

staff disclaimed any knowledge of lower 
prices in other units. 

"Tucsday, August 10, a check at the 
20th street unit revealed that this fruit 
was selling at the full advertised price, 
Incidentally, there is no chain competition 
near this unit and it often shows up in 
prices. When told about the lower price 
in the downtown unit the clerk offered to 
phone that unit to enquire if any was left 
at that price and returned with the in- 
formation that they had six cases left. 
Upon rushing to the store it was found 


that they had stacks of this fruit on 
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the floor and, again, at the price of a 
case of each for a total of $5.00. 
"Thursday, August 12, when checking 
at the 27th Street unit, this fruit was 
selling at the advertised prices of $3.19 
and $2.99. When questioned about lower 
prices in their other units the answer was 
that "This store too. had observed the $1.00 


reduction the previous day," 


That is how that store had justified 


its position, 


Incidentally, while all this was going 
on, prices were repeated throughout the 
week in bold advertisements at $3.19 ana 


$2.99. 


173 I am sure I sent in a page of those 


advertisements to Mr, Davidson, 


Toward the end of the week the whole- 
sale fruit department of Safeway-MacDonald 
was short of this very fruit and was at- 


tempting to buy from competitive sources. 


So that it was not a matter of over- 
supply, at all, And while I am not casting any 
reflection upon the Ontario peaches -- as a matter 
of fact, so far as eating quality is concerned, I 
prefer them to the western peaches, But I am 


speaking of the western fruit, It is an entirely 
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different fruit to what you have in Ontario, I 
know the Ontario peach, It looks good today, 
put by tomorrow morning a great deal of the 
content of a box or a basked may be bad, or 
going bad. That situation does not apply at 
all with the western fruit, I say that because 
you people are perhaps more familiar with the 
high perishability of the eastern fruit -- 
which is certainly very fine eating. But when 
it comes to keeping quality in the store, it is 
in an entirely different position, Then, to 


continue: 


Following the very careful checking 
which brought out the foregoing information 
I personally visited Miss Isabel Atkinson, 
President of the Canadian Association of 
Consumers -- Saskatchewan division, and 
after explaining the situation asked if 
she might care to come and make the rounds 
of these stores and see for herself all 
of this discrimination that was going on. 
Miss Atkinson is a very busy lady and it 
did not suit here to make the tour but 
she asked for a written report on the 
matter, which later was submitted, This 
actually was a report to merchants of the 
territory so that they would understand 
the background of this situation, A copy 


was sent to yourself, Mr, Chairman, to 
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Madam H.E. Vautelet and to Miss Atkinson, 
Here again, Mr, Chairman, our formula would 
have been the answer to this discriminatory 
situation and would have enabled efficient 


independent grocers effectively to compete, 


I will add a word in regard to why that 


report was sent out to the merchants throughout 
the territory, A thing like this, even though 
it is not advertised, it is amazing, the way it 
carries through the country. And the merchants 
around the country have had it put up to them, 
"Why is it that you charge so much more?"-- 
Perhaps a dollar or $1.50 more, or whatever it 
may be. Obviously there are transportation 


costs to pay from the city to these different 


country points. So that there would be an addition 


to the price, normally, over and above the dollar 


knock-off, and so on, Then, to continue: 


As is already clear, there is consider- 
able variety to the dubious practices of 
this International chain but the end is not 
yet, Here is another interesting variation, 
Now we are back to coupons, sometimes mailed 
out in the form of five coupons to the per- 
forated sheet, each having a specified value 
toward the purchase of a specified item, 
and other times appearing singly or in 
multiple in newspaper advertisements, The 


particular sample I have in my hand contains 
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five, the first one with a value of $1.00 
when making a general purchase of whatever 
you like to the value of $12.00 in any Safe- 
way unit within the designated geographical 
area. The second one has a value of 30 
cents on a pair of nylon hose. The third 
one has a value of 25 cents on the purchase 
of a 24-pound bag of flour, or larger. The 
fourth one entitles the bearer to purchase 
a turkey at 39 cents per pound -- without 
the coupon the price ostensibly would be 
higher, The fifth one has a value of 20 
cents on the purchase of a pound of their 
private brand of tea, And Mr. T.D. Mac 
Donald has many other such coupons on file, 
released by this same International chain, 
some of them to the value of $2.50 when 
applied on a general purchase of items to 
the value of $20.00. Now here again we 
register the point that if any government 
agency were to make a price check none of 
this would be likely to show up on the 
questionnaire, The prices technically remain 
undisturbed but nevertheless you could buy 
any selection of items to the value of 
$20.00 and receive a reduction of $2.50. 
And I could mention others, such as a 50. 
cent coupon on a $3.00 purchase of meat, 
etc, We might well ask, Mr, Chairman, 


where do we stand now with that fraction 
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of a cent profit on that average 30-cent 
unit value ~- which, as stated by Mr. Mac 
Buley, when reduced by one cent would show 
a virtual loss to the company. Here again, 
Mr, Chairman, our formula would effectively 
meet the situation and place the efficient 
indepemdent retailer in a position to 


compete, 


These are the coupons I have been 
talking about, that I now hold in my hand, This 
one is not a very recent one, I think it will 
interest the Commission to know that since Mr. 
C.D. MacDonald got busy a year or more ago and 
since it became known that the Commission would 
be holding hearings across Canada, we have had 
less of thie Sort of thing, which is visible. 

We have had less of this, which I now show you. 
However we have had far more of this sort of 
thing, which is not visible, and which I show 
you -- which is concealed from competitors and 
from government people. 

I would like to just mention one other 
thing in passing. I just happened to see this 
one, which I have in my hand, on a Safeway window 
the day before I left home. It refers to Kitchen- 
Kraft flour, which is their private brand of 
flour, There was a very conspicuous sign in 
the window to the effect that there was a 15- 


cent reduction on 10 pounds or 24 pounds bags. 
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Now, the regular price in Saskatoon 
on that flour, 10 punds of Kitchen-Kraft flour, 
is 67% cents. You take off 15 cents, which makes 
it 52 cents, That is quite a percentage -- over 
20 per cent of a reduction -- maybe 22 per cent, 
I have not figured it out. On page 2862 of the 
Safeway brief we find there that flour shows a 
markup of 6-1/2 per cent. But it would not be a 
loss leader, because undoubtedly the explanation 
would be that it was not done for the purpose of 
injuring competition or for deceiving the customer, 

MR. FAVREAU: Could you take an instance 
of that $2.50 coupon which would apply to a 
minimum general sale of $20 and give us at least 
one or two practical instances of how you could 
use the formula in each case? 

MR, SHELLY: Yes, I will do that, 
That, Mr. Chairman, under our proposed formula 
would present this situation, that since that igs 
a general offer giving the consumer the right 
to buy any selection of items, or even one item, 
if you like -~- it could be all sugar, 
because there was no qualifying condition 
stipulated. 

A customer could have gone into that 
store -- as a matter of fact that happened to 
be a general offer in Saskatoon, applying to 
all units in that particular instance, and it 
was advertised in the newspapers. But any 


customer or any consumer was free to go into 
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any store, and he could buy $20 worth of sugar 
or flour or any combination of items he wished 
to buy. So therefore, by the same token, under 
our formula the mefchant would have been in a 
position to go in and buy butter and buy sugar 
or buy any combination of any items he wished. 
And for every $20 in value that he bought, he 
would have that $2.50 coupon reduction, less 
5 per cent in that category of item, less 10 per 
cent in that category of item -- and that would 
be that, 

MR, FAVREAU: So that you could buy 
$300 worth of butter? 

MR, SHELLY: Yes. 

MR, FAVREAU: Less as many times 
$2.50 as there are times 20 in $300? 

MR, SHELLY: Yes, five times in every 
100 = chav is 15 pounds. 

MR, FAVREAU: And in such case you 
could ask for $300 worth of any of the merchandise? 

MR, SHELLY: That is right, 

MR. FAVREAU: And that would apply 
on 100 types of merchandise, perhaps? 

MR, SHELLY: That is right, That 
proves just how effective it would be. 

MR, FAVREAU: It might be dangerously 
effective, 

MR. SHELLY: This is the sort of 
thing that destroys competition and that is what 
we are interested in stopping. We are not in- 


terested in stopping low prices for consumers. 
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We are interested in stopping devices which 
destroy competition, and that is all. 


Then, to proceed with the brief: 


NOW WE ARE BACK AGAIN TO THE PRODUC! 
OF THE FARM, 


There igs yet another device practiced 
by this International chain on an intermit- 
tent basis for prolonged periods and this 
one is even more sinister in its effect than 
all of the others, Now we refer to the 
undermining of competition in an area for 
extended periods through across the board 
predatory depressing of meat prices, and 


in particular beer. 


When I say that I am speaking only of 
a very recent combination; but I could just as 
well speak across the board about grocery items, 
and all produce items, and everything in the 


store, To continue: 


Here, of course, as so ably illustrated 
by Mr. MacAuley on pages 2877 and 2878, the 
per pound cost of any given cut is not too 
readily established -- and the price re- 
lationship of the different cuts keeps 
changing with the season, Consequently 
proof of loss leader selling is pretty 
remote, It is most unlikely that anything 


short of an audit of the operation of 
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that division could prove the appalling 
competitive effect of these intermittent 
campaigns, which in addition produce by- 
products of which no company could be 


proud. 


I am not going to say anything on that, 
unless I am questioned; and if I am questioned 


I am going to say. To continue: 


As in the case of the different other 
devices already mentioned, here again our 
proposed formula would place the efficient 


independent in a position to compete. 


I would like to digress here for ‘a 
moment, and go back to “reel started out yes- 
terday morning when, first of all, I referred 
to this advertisement which my company ran in 
the Saskatoon Star-Phoenix of May 1 vhich vas 1 messace 
to the consumers. Because, so far as we are 
concerned, this is a consumer problem, and we 
want to settle it on that basis. As so I felt 
that the first step was acquaint the consumers 
with background information and bring them up 
to date. I want to read one paragraph toward 
the end of this editorial, It was a paid ed- 
itorial, This paragraph is headed Loss Leader 


Definition and it states. 


In its editorial of March 24, 1954 
the Star-Phoenix agreed that the Restrictive 


Trade Practices Commission faces real 
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difficulties: inidefining loss Leader selling, 
which distinguishes an unfair method of 
doing business from accepted and useful 
practices. Perhaps a good example of this 
difficulty may be found in the pricing of 


different cuts of beef, 
And this is my own wording here -. 


The vetailer of course buys one or 
more sides of beef which includes certain 
proportional patterns of different types 
of cuts, His cost is applied so much per 
pound to the total weight, He generally 
applies a traditional pattern of pricing 
to the different types of cuts in such a 
way that the supply of each type of cuts 
is equal to the consumer demand for that 
type of cut at that price. This pattern 
of pricing necessarily varies season by 
season in conformance with seasonal con- 
sumer buying habits, 

Since the cost to the retailer is 
a flat so much per pound for the whole 
side of beef, and since different types 
of cuts retail at different prices, it 
provides wide opportunity for deliberate 
loss leader selling without too much 
apparent risk of its becoming exposed as 
such, Of course those who know the business, 


such as packing house people or government 
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statisticians can readily recognise it for 
what it is, But the public perhaps might 
only vaguely suspect it. So it is logical 
to suppose that anyone contemplating loss 
leader selling in the food field would pick 
meat, not canned tomatoes or some other 
such staple item where loss leader selling 
would be much more apparent and perhaps no 


more effective in its result. 


Now, I want to say -- and I think this 
will make an impression, Mr, Chairman, -- I want 
to tell you what happened as a result of that 
advertisement which was widely read. And I had 
a lot of comment from consumers about it, who 
phoned me about it. As I said yesterday, the 
Canadian Association of Consumers very quickly 
invited me to come to talk to them on the 
subject at their annual meeting, 

Before I inserted this ad we had had 
that depressed condition -- severely depressed 
over-all meat situation in Saskatoon, partic- 
ularly in beef -- not so much in pork. 

At that time the Loblaw price in Toronto 
was around 75 cents for steaks. In Saskatoon, 
day in and day out, week in and week out, it was 
53 cents, Normal there is a price spread of 
perhaps two cents a pound, or maybe three cents, 
But, as I say, it was 53 cents, and all other 


cuts of beef in proportion. Now, I want to tell 
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you what happened. After this ad came out, the 
following week when the Safeway week-end ad 

came out the price of steak was advertised 
poldly as being up six cents a pound, That is, 
it was at a price six cents higher than it 

had been running before. Now, there had been 
no significant change. There may have been a 
‘trifle one way or the other -- but there was 

no significant change so far as the market price 
was concerned, So, up goes the price, six cents 
a pound. 

Then, a week later, up goes the price 
another six cents a pound. And the third week -- 
no, just a minute -- 53 plus 6 is 59, and the 
second 6 cents brings it up to 65, and then the 
following week it was up another four cents a 
pound, That was the effect of this ad. 

Tt was coming. We ended up with 69 
cents, which was a little more reasonable, and 
a little more Anieproportion ‘vo the pricevor (5 
cents prevailing in Toronto, which was the normal 
price, 

I overlooked one thing at the time I 
was talking about apricots and peaches. Ohno, 
I beg your pardon, I am coming to that now. The 


brief continues: 


COMPANY KNOWN FOR ITS OBSERVED PRACIICES 
RATHER THAN ITS DECLARED POLICY. 


In reciting these different examples, 
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Mr, Chairman, we have no hesitation in 
using the term "Practices". We are not 
speaking of incidents of human error, such 
as can and do occur in the best of regulatcd 
families. We would add that from our ob- 
servation such practices are even more pro- 
nounced during periods when a superior 
official of the company more frequently 
visits an area, Now some of us have co- 
existed and struggled with this enigma this 
past 25 years -- many others, despite 
efficiency and fortitude, have fallen by 
the way-side. In defence of the people at 
the store level of this international chain 
we would say that from our observation such 
practices often are carried out reluctantly. 
At times, through the years, they have 
resulted in resignations. In the light of 
all these circumstances, Mr, Chairman, you 
will appreciate that the contents of the 
"policy Booklet" referred to in the brief 
of this international chain are meaningless 
to consumers and retailers who are affected 
by these different devices and techniques. 
How far the Canadian head of this Inter- 
national chain went in the pursuit of 

his company's aspirations was put on record 
at the hearing of the "Dominion Trade and 
Industry Commission" held in Saskatoon on 


July 31, 1940, After having gobbled up 
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different Canadian compctitive organizations 
he told the owners of a sizeable Canadian 
operation which he was attempting to acquire 
that “He had no hesitation in saying that 

if they did not sell out, his company would 
put them out of business because they could 
not possibly survive the competition of 

his company". We submit in all seriousness, 
we. Chairman, that thig sort of thing has 
no connection with new innovations or ef- 
ficiency of operation, This particular 
local enterprise refused to sell out and 

I happen to be the co-founder and head of 


this family business. 


ORGANIZED CONFUSION SERVES LONG RANGE 
PLAN, 


Now despite the fact that the practices 
referred to seemingly present a muddle of 
confusion it represents, in our opinion, 
carefully organized confusion, To a studious 
observer the pattern is clear, The ever in- 
creasing range of sponsored prands of this 
International chain forms the backbone et 
the plan, In any trading area where in- 
dependents allow this chain to undersell 
popular brand items with corresponding 
private brand items the competitive situ- 
ation generally is not as severe as Geile 


where independents match private brand 
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values with corresponding popular brand 
values. As a matter of fact, this chain 
often readily adopts higher prices on 
popular brand items, provided a price spread 
is maintained between such item and that 

of their corresponding sponsored brand, In 
consequence, the independent sometimes is 
lulled into a false sense of security -- he 
feels secure since he knows he is competitive 
on popular brands -- and he overlooks the 
fact that this chain is slowly but surely 
stealing his customers by progressively con- 
vincing more and more of them that they get 
better values when buying its company spon-~ 
sored brands. Now in northern Saskatchewan, 
and no doubt elsewhere in greater or lesser 
degree, this chain has not been permitted 

to undersell popular brands with company 
sponsored brands of similar quality. This 
largely explains why when, a few short 

years ago, the Provincial Government of 
Saskatchewan made a survey of retail food 
prices, it was found that the Saskatoon 
price level was lower than that of Regina, 
despite the fact that the landed cost of 
foods generally is higher in Saskatoon than 
in Regina. We quote a short editorial from 
the Saskatoon Star-—Phoenix of December 13, 


1950. 
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PRICE COMPARISONS. 


"Tt was agreeable to learn that food 
prices are generally lower in Saskatoon 
than in Regina or most other communities 
in the province, This situation applies 
even though many commoditics are subject 
to a longer haul and higher freight charges 
than in the capital city. The difference, 
we think, is brought about by the active 
competition in prices resulting from the 
presence here of two large chain stores, 
Regina, we understand, docs not experience 
this competition, The chains, we recognize, 
may menace the existence of the independent 
merchant and that is regrettable in many ways, 
for the independent merchant is a source of 
strength to the community, But the para- 
mount consideration in trade must be the 
consumerts purse. And we are fortunate as 
a community if we cnjoy competitive con- 


ditions which give the buyer a break," 
NOT OPPOSED TO MERE BIGNESS. 


Lest we be misunderstood, Mr, Chairman, 
we would hasten to say that we have no ob- 
jection to mere bigness. We have most 
friendly relations with many big companies 
who observe the unwritten law of "live and 


let live", We are always happy to welcome 
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new innovations and techniques which make 
possible ever lower prices to the ultimate 
consumer. But where bigness is coupled 
with abuse of power ~- where sound economic 
considerations play no part in the operation 
of a business, there we have very genuine 
concern for the future welfare of Canadians, 
be they grocers or consumers, for ultimately 


fbMaereots ai. 
WHY OPPOSED TO MINIMUM MARKUP LAW 


It igs opportune, Mr, Chairman, to ex- 
plain at this point why we must express 
strong opposition to any measure that would 
impose minimum markups by law. Nothing 
could more surely play into the hands of 
operators such as this international chain, 
whose most important tool is "private brands". 
(We appreciate, of course, that for reasons 
that we shall not take the time to develop, 
no chain is advocating adoption of such a 
measure.) Smaller operators can not 
successfully promote private brands and 
therefore are limited to the carrying of 
popular brands. Now if a minimum markup 
law exists it deprives the smaller operator 
of the opportunity to remain competitive 
by matching the price ot a sponsored brand 
with his popular brand of a corresponding 


item, This type of matching the one with 
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the other at times inadvertently leads to 
selling at less than cost as we have seen 
on occasion when a popular brand of tea 
might sell at 20 cents below cost for 
months on end, This defensive weapon would 
become lost to the independent if a mini- 
mum markup law were enacted, The Tnter- 
national chain, with its own tea and coffee 
house, of course, could be supplying its 
retail units on a subsidized basis, so that 


there would be no apparent violation of any 


law when selling a sponsored brand at an 
uneconomic retail price. We use tea merely 


as an example to illustrate the point, 


I wish to file with the Commission at 


this point a magazine. This magazine is actually 


a Safeway magazine. It is a very fine publication, 


Tt has a lot of advertising in it by national 
advertisers. 

But to give you a picture of how sig- 
nificant their company-sponsored brands are, 
I have put a label on the front page here, which 
gives the page numbers. And you find tha’ in 
this one magazine, this one issue, are a total 
of 18 different pages, their sponsored brands 
appear -- just as beautiful as any nationally 
advertised products. And, by the way, the same 
thing applics in the press and over the radio. 
I think we can call it the very same type, the 


national type of advertising prepared by 
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advertising agencies, and beautifully and wonder- 
fully worded, and very convincing, and so on, 
These sponsored brands are backed by that same 
type of advertising as are the national brands. 

I make that point to make this clear, 
that when an independent meets with or matches 
that corresponding item with a popular brand, it 
is a competitive necessity that he do so. 
Speaking about foods, we have in the food fields, 
government regulations which prescribe the 
standards of quality for the different items. 

You heard me read out that list of 12 different 
items -. Taste-Iiélis corm, and solon;,)’) AlLL> those 

are subject to government grade, The consumer 
knows very well that when she buys cream-style 

corn, choice quality, she knows what she is getting. 
Tt does not matter what the label is; that is a 
government standard. 

So that it is a competitive necessity 
to be competitive on those items, And, so far 
as I am concerned, I think to all intents and 
purposes we can accept it that those sponsored 
prands are just as good, so far as quality and 
value are concerned, as the corresponding so- 
called popular brands. I think that is an im- 
portant point to keep in mind. 

THE CHAIRMAN: Do you wish to file that 
as an exhibit? 

MR. SHELLY: Yer, lo Wide 

THE CHAIRMAN: Then, bring it forward, 


please. Do you also wish to rile these others? 
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MR. SHELLY: I do not need to, unless 
you wish to have them, 

MR, FAVREAU: You do not want to keep 
the coupon, do you? 

MR, SHELLY: No. I know that as far as 
that yellow one is concerned, Mr. C.D. MacDonald 
has plenty of them on file, But I do not think 
there is any on file of that other one, So it 
might be a good idea to file them, 

THE CHAIRMAN: Very well, they will be 
filed now. 

EXHIBIT NO. OFs16: "Special offer, 
is coupon worth 15 cents 


off on a one-pound package 
of Airway coffee." 


EXHIBIT NO, OF-1l7: Pree monhey~- 
saving coupon, Safeway 
Super Food Center, Portage 
Avenue and Birnell Street, 


EXHIBIT NO. OF-18: Magazine, 
Family Circle." 
THE CHAIRMAN: You may oontinue, Mr, 
shelly. 


MR, SHELLY: The brief continues: 
A TWO-WAY STREET, 


On page 2835-2836 Mr. MacAulay is quoted 
in part as follows: "Because competitors 
may seek to mislead consumers with loss leaders, 
the company must prevent such practices from 
permanently injuring its competitive position 


and endangering the confidence which its 
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customers havin its price structure, There- 
fore, it also is company policy to: 

"Meet the lowest price of every competitor, 
item by item, day by day and town by town 
etc." And then on page 2839-2840 and I 

quote ~ "When the other fellow introduces 
alow price and we follow him, we usually 
try -~- and we usually succeed -- to obtain 
evidence to indicate that he started the 

low price. And if it is necessary to take 

a photograph of his window in which that 

low price is advertised, or a photograph 

of the sign which he keeps outside his store, 
we do so, If he advertises in the newspapers, 
that is a different story. We just get a 
copy of the ad. And then we show that he 
advertises that low price on that day, and 
that we followed the next day. If he does 

it by a sign in the window, or a sign on 

the street, we take a photograph of that 

and have it available to establish the fact 
that he started it, and that we followed, 
And, Mr, MacAulay continues -~ if there is 
below cost selling, and you are going to 

give some meaning to the word "leader" then 
I say the fellow who starts it is the fellow 
who sells a loss leader. But the fellow who 
follows the price is only trying to protect 


his competitive position, He has to meet 


that price in order to protect his competitive 
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position, Otherwise he would lose all his 
customers. These, Mr. Chairman, are the 
words of Mr. MacAulay. 

Now, Mr, Chairman, we want to say that 
we welcome these expressions of Mr, Mac 
Aulay. We take it as a compliment to 
Canadian food retailers generally when Mr, 
Machuley indicates that his company usually 
experiences little difficulty in establishing 
that this retailer cut that item to such 
and such a figure, It indicates that 
Canadian food retailers generally do not 
attempt to conceal what they are doing. 

It is an open book for everyone to see and 
there is no discrimination against different 
customers of that given store, And that is 
the way it should be, That is how Canadians 
like to do business. And they have no ob- 
jections to someone else meeting their price. 
We agree too, that the fellow who starts 

it is the one who originated the loss leader. 
His competitors, when meeting that price, 

can not be blamed for its existence. We 
agree too, that a retailer must meet the 
price of his competitors, otherwise, as 

Mr, MacAulay says, he would lose all his 


competitors. Now this, Mr, Chairman, is a 


two-way streetu-= if Canadian retailers 
do not mect the competition of the Inter- 
national chain then, ‘in. time, they would 
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lose all their customers and be out of 


business. 


A DEMORALIZED MARKET A SAD STORY 
FOR THE PRIMARY PRODUCER, 


And so, Mr. Chairman, we want to relate 
to you what happens when this International 
chain loss leaders preserving apricots and 
peaches on a concealed basis or when it 
issues coupons which have a similar loss 
leader effect, In the case of these apricots 
and peaches, those of their competitors 
who make it a point to remain competitive 
were caught off guard. Their supplies on 
hand were such as would have been adequate 
when selling at legitimate prices. But 
when the price becomes cut by a dollar per 
case or so, then of course the stores with 
such cut price get practically all the 
business and the other retailers get yee ee 
ally none, And while my firm was not the 
only one to meet this situation I can per- 
haps give you the picture most clearly if 
I simply relate how my firm handled it, 
Here, as always, we were governed by the 
strict principle that we do nothing that 
Will discriminate against any of our cus- 
tomers on the same market -- I am now 
speaking of the Saskatoon market which 


includes nearby Sutherland. Every one 
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of our customers must at all times find 
identical prices for any given item in any 
one of the 11 units we operate here, Well, 
as I said, we were caught with just a normal 
supply and therefore could not meet the 
situation effectively promptly. But we 

at once set to work and in addition to the 


normal carload supplies that were in transit 


and on order we deliberately ordered additional 


surplus fruit, carload after carload. And 
so, when these surplus carloads arrived we 
plugged the stores with fruit and posted 
cards at the stacks of fruit and in the 
store windows as per this sample I have in 


my hand. 


"B.C. apricots, while over- 

supply lasts." 

I wish to register the point that we 
deliberately ordered Aree cumol as od thie 
fruit, It is the only thing we could do in those 
circumstances, 

MR. FAVREAU: How much did it cost you? 

MR. SHELIY: ‘The average cost, the 
average car-lot cost, was in the proximity of 
$2.20 -- car-lot delivered cost, Then, to con- 


tinue: 


Everyone of our customers had access 
to this fruit at this price of $1.99, in 
place of the proper price of $3.19 on 


apricots and $2.99 on peaches. 
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We made it $1.99 on both, because th 


© 


fet 


33rd Street store made it $1.99 on both, as 


have already indicated, Then, to continue: 


Every box that we sold lost us not 
only our wholesale and retail cost of doing 
: business but a pretty penny besides. But, 
of course, it was our only way of keeping 
faith with our customers, Now it is quite 
possible that this International chain may 
have photographs to show of cards such as 
I have here, We are not interested in that, 
We operate on an honor system and do not 
pother with photographs, Even if it were 
our policy to secure photographs of pana 
petitor's prices we could not have secured 
such evidence for reasons already explained, 
Well, we sold a lot of fruit, and we kept 
more and more cars coming, and it had a very 
unfortunate effect upon our fellow retailers 
who had completely lost interest in. selling 
such fruit since it would only show them a 
loss. As for the British Columbia grower 
representative who resides in Saskatoon for 
purpose of promoting the sale of British 
Columbia fruit, he is a very unhappy man 
and had no hesitation in telling us that 
such a demoralized market does not serve 


the interests of the primary producer, 
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I did not go to see him, He came of 


his own accord and told us that, 


Now, had we had a law in effect at 
this time along the line of our proposed 
formula this situation would have cleaned 
itself wo in no time at all and efficient 


independents could have remained competitive, 
COUPONS IN ACTION, 


Now I should like to relate a somewhat 
similar story on coupons. This International 
chain had been playing around with coupons 
very extensively elsewhere and so we antici- 
pated that soon that compaign would reach 
Saskatoon, We often can tell by watching 
Vancouver papers what new device or technique 
will hit us next, So we took a defensive 
step in advance. We informed our customers 
through the medium of our newspaper ads 
that any coupons promoted by any food chain 
would be accepted in our stores at double 


their face value, 


I should say at this point that our 
policy is that if a price becomes cut we do not 
cut that price; we meet that price, no matter 
what it is. But, with coupons, it is a different 
story, These coupons had the name of that com- 
petitor on them, and if we merely met the value 


r 


of that coupon it would not come to our store. 
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It would go to the other stores. That is why 


we doubled ic. oe continie: 


with 


that? 


ago. 


We thought that this perhaps might 
discourage this chain from bringing that 
campaign to Saskatoon but it didn't, Soon 
a coupon appeared as part of a newspaper 
ad of this International chain and this 
coupon had a value of $2.50 on a $20.00 


general purchase, 


IT might say that coupon is on file 
Mr, MacDonald, 


THE CHAIRMAN: What period of time was 


MR, SHELLY: I think it 18 about a year 


I am just speaking from memory now. I 


think 1U is a 1itvle: more than a year ago, as a 


matte 


ToL fact.” Llo.convinue: 


Therefore our customers knew that if 
they would take this coupon to our stores 
it would have a value of $5.00 on a $20.00 
purchase. As soon as this ad appeared we 
posted signs in our store windows to the 
effect that these $2.50 coupons had a $5.00 
value in our stores. In two days this 
cost my firm $3,225.00, but here again we 
kept faith with our customers, Obviously, 
this type of competition was terribly up- 


setting to our fellow retailers, but we 
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were not criticized, They know that we are 
fighting their battle as well as our own, 
You can see, Mr, Chairman, that the so- 
called average independent has no way of 
effectively meeting this coupon device. 

But here again, our proposed formula would 
effectively meet the situation and enable 
the efficient independent to remain com- 
petitive, These are just a few examples 

of the present plight of the efficient in- 
dependent when his giant competitor employs 
an endless procession of devices and 


technigues to undermine his position, 


MR, WHITELEY: What would be the 
position if the coupon represented a premium 
value? 

| MR, SHELLY: Under our formula? 

MRL WHITRLEY: ‘Yess 

MR, SHELLY: It would be the same 
thing. The formula would apply in the same way. 

MR, WHITELEY: How would you fix the 
value of the premium? 

MR, SHELLY: We would not have to fix 
the value of the premium because we simply say 
that such and such a premium is available with 
every purchase of $20.00. 

MR, WHITELEY: Such as a tea kettle? 

MR, SHELLY: Yes; so that we are not 


interested in the dollar value of the tea kettle, 
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THE CHAIRMAN: So you say, then, if 
any premium at all, whatever its value, were 
offered -- 

MR, SHELLY: Yes, that is right. And 
I am glad you mentioned this, because we have to 
differentiate between premiums -- which are very 
common, quite common I believe with manufacturers, 
you see, Manufacturers put out premiums, but 
those are available to every retail outlet, 

MR, WHITELEY: But I am referring to the 
premium offered by the retailer, 

MR, SHELLY: Yes, that is right. But 
so far as premiums are concerned, offered by 
retailers, this same thing would apply. 

MR, WHITELEY: In other words, if a 
retailer wanted to build up his trade in a slack 
period of the week -- 

MR, SHELLY: Yes. 

MR. WHITELEY: And if he endeavoured to 
do that by giving a premium, your formula would 
prevent him from doing that? 

WR, SHELLY: That is right. If the 
retailer would go at the specified period of the 
day, he would be in the same position as the 
consumer buying atithativinme, Lo applies ).or 
course, the next day. 

MR, WHITELEY: That is, under your 
formula you are attempting to prevent any form 
of customer inducement, 

MR, SHELLY: We attempt to discourage 


that type of practice, which destroys competition, 
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You see, that premium alone would not -- well, 
it depends on the value of the premium, But the 
premium alone would not necessarily be an in- 
ducement for a retailer to go and buy. 

78 78 I will give an example, Very recently 
Safeway was sponsoring its private brand of bread, 
and they offered as a premium in the province of 
Saskatchewan a Buick motor car, I am sure they 
aid the same thing in other provinces. Now, 
what would be the position of a competing re- 
tailer in regard to that bread? I would say 
that under our formula he could go to Safeway 
as often as he liked, and while that offer was 
in effect he could buy bread, and he would 
receive the same number of chances on that, on 
the winning of that car, as any consumer would, 
who during that time purchased the same number 
of loaves of bread. 

MR, WHITELEY: Well, let us come back 
to my premium, 

MR. SHELLY: That is a premium, 

MR, WHITELEY: But this is a different 
type, though. In one case you say if the 
premium is $2.50 cash -- 

MR. SHELLY: Yes, it is a coupon. 

MR, WHITELEY: A coupon for $2.50, 

bie SHELLEY: eves, 

MR, WHITELEY: Then your competing 
retailer can go in and take any Lee to the 


same value and reduce them by the coupon value, 
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less the applicable discount? 

MR, SHELLY: That is right. 

MR, WHITELEY: And get the goods, 

MR, SHELLY: That is right, 

MR, WHITELEY: Now, let us say the 
initiating retailer offers a tea kettle, 

MR, SHELLY: Yes, with a purchase of 
$20, 

MR. WHITELBY: Yes. 

MR, SHELLY: And the retailer goes in 
and, let us say, he buys $100 worth of the 
merchandise. It just depends on what the spon- 
soring retailer does, as to whether he stipulates 
the conditions that it applies to a wide range 
of items, or any item. 

MR, WHITELEY: But let us say it is on 
the whole range. 

MR, SHELLY: Then, assuming that he 
does that,he makes it available on items of 
your own selection -- let us say the retailer 
walks in and he could buy up to $300 worth of 
any item, if there is no condition imposed -- 
of any item. 

MR, WHITELEY: That is, at the shelf 
Prices, 

MR. SHELLY: Yes, at the shelf peice, 

MR, WHITELEY: Yes, but in the first 
case he gets $2.50 off every order of $20. 

MR. SHELLY: And in this case he would 
get the tea kettle on every order of $20, And 


he still gets the 5 per cent or the 10 per cent, 
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depending on the category of the item, because, 
under our formula, he would still get the 5 or 
10 per cent, depending on the item that he 
purchases. 

MR, WHITELEY: I was wondering whether 
your formula actually read so as to embrace the 
taking of the tea kettle as well. 

MR. SHELLY: Oh yes, it does. 

MR. FAVREAU: You might become over- 
stocked with tea kettles. 

THE CHAIRMAN: If he bought $300 worth 
of 2,900 articles, he would get a lot of tea 
kettles, 

MR, SHELLY: Shall I proceed with the 
prici? 

THE CHAIRMAN: Yes, proceed. 


MR, SHELLY: It goes on: 


SHOULD PRESERVE CANADIAN DIGNITY 


AND RESPECT, 


On page 2979 of the brief Mr. MacAulay 
confirms that in California it is an almost 
day by day occurrence for a retailer to 
advertise to the effect that consumers 
should buy certain loss leader items at 
specified stores, bring them to him and 
he will pay them a profit. That, according 
to Mr. MacAulay, is their effective way of 
killing loss leader selling. We respect- 


fully suggest, Mr, Chairman, that if this 
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were an effective way of killing them: they 
would not continue to re-appear almost day 
by day as reported by Mr, MacAulay. We 
register the conviction in the strongest 
possible terms that such procedure certainly 
is not the answer to the problem in Canada. 
We have in this country still a certain 
measure of dignity and respect and we belicve 
that Canadians generally agree with us when 
we say that this is worth preserving. What 
fools retailers in California must be in the 
eyes of their customers when they lower them- 
selves to such proceedings. If that were the 
way to do things I'm afraid that there would 
be a lot of crippled housewives in Saskatoon 
right now as a result of the carloads upon 
carloads of boxes of fruit that they would 
have had to lug across the street from one 
store to another this past few weeks. We 
admit that, in a sense, our mentioned coupon 
incident was somewhat similar in principle. 
And I say that we were most reluctant to use 
the defensive measure that we employed, but 
if anyone can tell me how else we could 

have kept faith with our customers I'd like 
to know. At any rate, its a very different 
matter carrying a coupon to a store to what 
it is to lug cases of fruit, and what have 
you, That California technique in any 


event could not be really effective since 
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loss leadering retailers almost invariably 
employ a quantity Limit to any sale of a 
loss leader item, pouteeigg that is our 
experience, It is precisely the fact that 
dubious techniques and practices as herein 
outlined generally carry with them a 
quantity limitation which today prevents 

a retailer from buying from another retailer 


who engages in uneconomic practices. 


I would like to speak about something 
else for a moment, which comes to my mind -- the 
question that Commissioner Whiteley raised yes- 
terday in regard to the hardships that might be 
imposed upon the retailer as a result of his 
having to supply other retailers. 

I would like just to make a comparison 
of the ease of handling under our proposed method 
as compared with this method which is concurred 
in by Mr. MacAulay as being the practical way. 

Think of the disorganizing effect in 
a retail store of hundreds or perhaps thousands 
of consumers running to a certain retailer to 
purchase that loss leader item, and take it 
across the street to the other retailer -- a 
unit at a time, because that is likely what it 
would be. There is a quantity limit, almost in- 
variably. 

Think of the disorganization in that 


store, compared with our method of handling it. 
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In our case it is a matter of dealing in. large 
quantities. It is in 2 back warehouse, and it 
is not cluttering up the front of the store. 
There is no comparison from the standpoint of 
the disorganization it would cause. 

MR, WHITELEY: Except as to the range 
of items on which your formula would apply as 
against the other. 

MR, SHELLY: But these things that 
happen in California will apply to the same 
range of items as it is likely to apply to in 
Canada, 

MR, WHITELEY: But the point I make 
4g that under your formula any retailer who 
wanted to get goods from any other retailer at 
the gtated discount would be free to go ahead 
at any time -- 

MR, SHELLY: Yes, and that limits it 
to a few people, relatively, whereas in the 
other way -- 

MR, WHITELEY: A few people, yes, 
put on a great many items. 

MR. SHELLY: In practice there are 
not a great many items, because it is confined-- 
you do not find this ian existing at one 
and the same time on a great many items. 

MR, WHITELEY: No, that is exactly the 
point I make, Take the small dealer who, rather 
than go down to the sholesale or place an order 


in the wholesale for goods, sees that he can go 
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down to some neighbouring retailer who happens 
to be selling the same product that he wants 
to handle, And he comes in and he takes what- 
ever he needs for the moment at the -- 

MR. SHELLY: Oh no, he does not do 
that, Mr, Commissioner. 

MR, WHITELEY: What is there to prevent 
him? 

MR, SHELLY: He has to wait until the 
next day. You see, there is a time lag. That 
thing is not governed by his need for that mer- 
chandise, because he does not know what his 
competitor is going to put on today. Bue Lt 
that competitor does put on this item at a cut 
price -- 

MR, WHITELEY: Well, then, your formula 
does not need to be a cut price? 

MR, SHELLY: No; and if it is not a cut 
price you may rest assurred that there is not 
going to be any buying under this formula, in 
PrACvLCes, 

MR, WHITELY: Well, I can see quite 
often -- in fact I have heard of cases where a 
small merchant on the corner, rather than deal 
with the wholesaler, finds that he could go to 
a chain store and get his supplies on a basis 
which enables him to carry on his business. 

If he can go to a chain store and get another 
10 per cent, why would he not do it? 
MR, SHELLY: Well he imposes a financial 


penalty upon himself. 
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MR, WHITELEY: Well, he may be con- 
ducting a business in which he does not need 
to be absolutely competitive with his larger 
competitors, 

MR, SHELLY: In that case he would 
merely come and buy from the shelf, likely. 

MR, WHITELEY: Yes, and he would get 
his discount, 

MR, SHELLY: No, 

MR, WHITELEY: Why not? 

MR, SHELLY: No -- no, no, He would 
not, at all. I am glad you raised that point 
because it is very important, 

MR. WHITELEY: I am trying to raise 
all the points, 

MR, SHELLY: And I am so glad that you 
did, because I was not getting your point until 
just now. But that selling retailer has the 
right to say to that man, "You wait; you just 
wait until I get that extra merchandise in." 

It may take a week before he has it in. He can 
discourage that practice. He has control of it, 

MR, WHITELEY: But the other man might 
put a standing order with him, 

MR, SHELLY: It just would not happen, 
in practice, Because then he does not have the 
benefit that might come as a result of the time 
factor, and having the item available to him 
immediately instead of having to wait, in the 
normal course of business, and ordering it him- 


self. So he has not got that time factor benefit, 
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and consequently he has no benefit at all -- 
unless it is a deep-cut price, the kind of thing 
that our formula exists for. 

MR. WHITELEY: No, but the situation 
I have in mind is the little fellow who does not 
want to handle things in case lots, He runs a 
little neighbourhood, after-hours business, and 
he is quite happy to get things in half-dozen 
lots, or perhaps only three or four at a time, 

MR. SHELLY: I would like to say this, 
on that point, that there is a certain amount of 
that going on all the time, and I think there 
always will be. 

MR. WHITELEY: Except, if-you give 
them an additional discount, it will encourage 
them to engage in that practice. 

MR, SHELLY: No, I do not think so, 
because the time factor comes into play, and the 
selling retailer has the opportunity of saying, 
"You come back a week from now and I will likely 
have,.2t tn by cthen," 

MR, WHITELY: But the merchants I have 
in mind -~ time is not of too great significance 
to him. 

MR, SHELLY: I beg your pardon? 

MR, WHITELEY: The merchant I have in 
mind, who would do this type of shelf buying,-- 
time is not of too great significance to him, 

MR. SHELLY: No, -- and if he is so 


small it would not be of any particular 
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significance to the selling retailer, either, 
so far as that is concerned. Because that sort 
of thing is very, very minor in relation to 
the whole operation -- very minor. 
MR, FAVREAU: But he could be carrying 
that on for a period of years. 
MR, SHELLY: Oh yes, but the effect 
of it on any one retailer at any one time is 
a very minor thing, 

“MR, FAVREAU: It might drive him 
crazy, anyway -- seeing the same person coming 
back day after day to stock himself out of 
your stock, Well, I am just wondering -- if 
it lasted for any length of time -- 

MR. SHELLY: Well, I can say in all 
sincerity it is largely a theoretical problem. 

MR, WHITELEY: But you said yourself 
that some small retailers do stock themselves 
in that way. 

MR. SHELLY: Yes, that is right. 
Shall I proceed? 

THE CHAIRMAN: I think perhaps we 
had better adjourn for lunch pretty soon, I 
had hoped that we would have completed this 
brief, but there are still three or four pages 
to go through, Perhaps we had better adjourn 
now and return at 2.20, if that is satisfactory. 

MR. SHELLY: That is fine. Would 
you prefer to put someone else in next, If 


I am interfering with somebody else's time, 





yrlbyritest ed: hoes “ont Suk “uaa, — Waa 
ae 4. Wey, To: bokrsg. s %0t ‘Ho: tai 
Jootse becledl deid ese: a0. “ALISHS, 9M ny a 


td getk?: en, el wai wr: AN fexene 
a0 sRdt tontm yxon a” 


mest av bth: ean i “AUADIVAR oh 
aftines pate: ames odd Bittods op XSWUNS (YRSTD 
te Sua” tLepmts toods oF “yBb. sodte wo oad 
25 a Brittobrioy: duet be. L witew i isota OE : 
am Sts Te AI ene. yas. O12 bates’ ot | 
£Oy nit yaa, geet tte Beer cc ae 
o Meloy g Ked2daroods: ball etoatsl at xo Ct ae | 
tortwoy bree yoy twa eae i 
 eovisammiy soote ob verditeder Ss aise soe 
LN | eet ants 
tigtr ak tact) @o¥ | Yaa, A |} a 
Ws 4 | Sbeosoug.t Lede’ 
we eqediog wirtad I 2aAMALAHD SAD | 
t (Adee ytvang dorssl tot: nEbolba redtod bast . 
ett Detebgaos oved bigow ow asde. Pea - ail 
aemar Dats on I. te oondd LEIS yg. ene, orally dud, tots 
amuchbs todied ped ow eae). tayo 
wiodgetatven ef dada 2h aie te, nun wont 
. BistoW: somth af taal MRE) AM | 
AE, eer et sate. ongemos aug OF rétong woe 
.omks: oiaste Woodamos chi tie grbectrotnt as 








re? 


Sts iy. ait at: 








rea) A ie en Mr, Shelly 


I will be glad to wait over, 
THE CHAIRMAN: No, I think there is 


no one else to be inserted at this stage. 


-~-«— Luncheon adjournment, 


-~-- Upon resuming at 2:20 p.m. 


THE CHAIRMAN: You may proceed with 
your brier, Me. shelly. 

MR, SHELLY: Mr. Chairman, I missed 
one little point that I had intended mentioning 
at the time that I presented that coupon with 
the 15 cents on the correc, which vag in the navure 
of what I would call an insert, which the customer 
finds in his purchase, when he reaches home after 
having made a purchase, 

I wanted to indicate this, that although 
that coupon was only 15 cents on an item the 
price of which is something in excess of a dollar, 
that pound of coffee, sometimes that cut amounts 


to a great deal more than that. And I want to 
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put on record a very recent one which applied 
in one store, to our knowledge. It may have 
applied in two or maybe more, I don't know, 

I am referring to a 20-—wunce loaf of brend, at 
10 cents a loaf, which regularly sells in their 
stores -~ I am speaking of the same company -- 
regularly sells at 15 cents, 

MR, WHITELEY: Do you mean there was 
a five-cent coupon? 

MR, SHELLY: So far as I know there was 
no coupon im this case. 

MR. WHITELEY: It was a straight price 
reduction? 

MR. SHELLY: Yes. But certainly the 
people in that neighbourhood, where that store 
ig situated, knew about it, because our unit, 
which is a few blocks away, sold practically no 
bread, And we started checking. There had been 
no advertising -~- at least not in the papers, 
And then we found out that the bread was selling 
for 10 cents, That particular coupon which I 
filed with you was handed to a customer who 
went into that store to buy a loaf of bread at 
10 cents. When he made that purchase he was 
handed that coupon which was good for 15 cents 
on a pound of coffee on a specified day. 

I am just showing you how it works, 
and how drastically -- because that is a cut 
of 33-1/3 per cent on bread, 


And, along the same lines, -- and 
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this will just take a moment, and it dates back 
to the particular occasion concerning which I 
mentioned the Little Dipper cake flour, That 
cake flour did not appear in this ad. But here 
at the bottom you see this, "Be sure to visit 

the Second Avenue Safeway store and stock up on 
the numerous not advertised specials." I give 
you that to indicate, as it does, that the values 
are not the same in all units of that chain in 
that city. 

MR, WHITELEY: Is the Second Avenue 
store a new unit? 

MR, SHELLY: Relatively new, in operation 
perhaps two years or so. They call it their 
new store. It is fairly new. So I will lodge 
this with you, 

THE CHAIRMAN: Do you wish to file 
that? 

MR, “SHELLY: Yes. 

THE CHAIRMAN: Then, it will be the 
next exhibit, 

EXHIBIT NO, OF-19: Newspaper 
— advertisement, Safeway 
stores, 

MR. SHELLY: Then, I will proceed 


at page 35, as follows: 
PLEASE - NO SIDE-—TRACKING, 


As admitted on page 3009 of the mentioned 


brief, existing loss leader laws in Canada 
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have no teeth in them, Then on page 
2930 Mr, MacAulay suggests that perhaps 
the remedy is to be found in attacking 
the problem of deceptive advertising 
either by enforcement of existing legis- 
lation, or if inadequate at present, then 
py enacting legislation which will effectively 
curb such deceptive advertising. Knowing 
the ramifications of our problem as we do 
we want to emphasize very strongly, Mr. 
Chairman, that tinkering with legislation 
to control advertising would have little 
if any value for us. Certainly, we are 
all for doing what can be done along that 
line too, but that would in no way serve 
as a substitute for the effective results 
that are obtainable only through enactment 


of our proposed formula. 


I would like here just to refer to the 
July 1954 issue, page 24 of the Winnipeg and 
Western Grocer, The whole page deals with 
grocers. Then, it continues on another page -- 
and I shall refer to only a short portion of 


the paragraph where it says: 


"Tt is hinted backstage here that 


this will not be easy --" 


Perhaps I should read from the beginning 


of that paragraph, It says: 
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It is the same old story repeated 
again and again about the harmful effect 
of these unfair trade practices; but what 
is tavsings deep concern in officialdom 
here is how to correct such practices, It 
is hinted backstage here that this will 
not be easy, due to the complexity of loss 
leader problems, especially when it is 
recalled the experience of another similar 
specific federal enactment, Section 498(C) 
of the Criminal Code. 

Prosecutions under this enact- 
ment for selling goods at prices unreason- 
ably low having or designed to have the 
effect of substantially lessening com- 
petition or eliminating competitors have 
been found to be difficult to prove and 
more in the nature of inquests rather than 


a cure, as one food group termed them. 


That is the point I wished to streg6s. 
I think the examples I have given here indicate 
quite clearly that, in the main, LU 18 DOU. 
matter of advertising, It is not an advertising 


problem, in the main, 


A LIFE-LINE PLEASE - FOR THE EFFICIENT 


OPERATOR, 


Now perhaps, Mr, Chairman, some trade 


podies are inclined to be visionary and 
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and expect the Government to provide a 
Utopia for them, We have no illusions 

about the fact that our proposal offers 
nothing more than a life-line to the 
efficient operator,’ ft isa good thing 

for all -~- for the consumer and for the 
efficient retailer too ~~ that competition 
should remain keen, It will remain keen 
under our formula, Our proposal is based 
on realism plus thorough experience with 

all of the ramifications that enter into 

the picture, We therefore make no apologies, 
Mr, Chairman, when we urge the Commission 
to recommend to the Government the enact. 
ment of our proposed formula. By way of 
clarification we would add here that it 
naturally was not our intention that our 
formula, as expressed in the June 29 brief, 
should be the last word in every detail, 

We were expressing principles, quite realizing 
that in the matter of detail, when it comes 
down to the drafting of the enactment, there 
would have to be appropriate modification 
here and there, For example, in the matter 
of meat, while it is perfectly practical 

for a selling retailer to direct the buying 
retailer to pick up the purchase of hams 

and other such cured meats directly from 

the wholesale supply source, the procedure 


has to be different where we are concerned 
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with cuts of fresh meats, But there are 
no real difficulties in connection with 
any such obvious adjustments and modifi- 


cations within the mechanics of the plan, 


MR. FAVREAU: In the matter of meat, 
under your formula could a competing retailer 
who would want to have only one given cut of 
steak be able to buy $300 worth of that cut from 
his competitor or should he be forced to take 
the whole carcass of meat? 

MR. SHELLY: The way the formula reads 
as contained in the brief of June 29, while we 
did not go into the details in elaborating on 
these variations which have to be made, the way 
it reads there it would apply just as you have 
said, that he could go and pay for $300 worth 
of round steak, and he would have the right to 
come and get it whenever the selling retailer 
advised him that it was available, 

In practice, Mr. Commissioner, we know 
that there would have to be some modification 
there, And as a matter of fact that modification 
is just as necessary, I would say, for the sake 
of the buying retailer as it is for the sake of 
the selling retailer ~- at least if we think in 
terms of the small retailer for whom that $300 
worth of that steak normally would be too large 
an amount, 

Of course there is nothing about it 


to force him to buy $300 worth, 
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THE CHAIRMAN: He could buy $5 worth. 

Me’ SHELLY: Yes srthat: is right. 

But in practice I would say that there would have 
to be a provision made. When you think of cuts 
of fresh meat, that could be spread over a number 
of days, instead of treating it as one purchase. 
And that of course would take care of different 
problems which, on the surface, are quite ap- 
parent, 

MR, FAVREAU: In other words, you could 
use that device totally to deprive a given 
competitor of all his stock? 

Ma, SHELLEY 2 Yes. 

MR, FAVREAU: Of the choice pieces. 

MR, SHELLY: Yes, And there is also 
the question of the value, There is a certain 
processing operation in it, the cutting of the 
meat, and wrapping it and so on, Shall I 
proceed? 

MR, FAVREAU: Yes. 

MR. SHELLY: The brief continues: 


NO DISCRIMINATION, PLEASE, 


Perhaps the question might arise as 
to whether it might be the part of wisdom 
to limit the "obligation to sell to 
another retailer" to that retailer who 
was first to cut that price, instead of 
having the wide open provision that any 


food retailer has the right to buy from 
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from any and every other retailer whether 


or not the price was cut, 


I have not heard anyone raise that 
question, but I am raising it here because, 
conceivably, someone could come up with that sug- 
gestion, which, on the surface, looks logical. 


I continue: 


We would strongly recommend against 
this discrimination as it would lead to 
no end of argument concerning who had 
been first to cut the price, In practice, 
of course, retailers will be inclined to 
purchase from that retailer who, in their 
opinion, had been first to establish that 


cut price. 
CONSUMER POSITION ALWAYS PROTECTED, 


We can not anticipate any reason, Mr. 
Chairman, why our proposed law would need 
to be amended in any way within the fore- 
seeable future. But we want to say this -- 
if and when there is any occasion to ask 
for any amendment, we will want any such 
recommendation submitted to the appropriate 
authorities by a joint consumer-—retailer 
committee, to the end that the interests 
of the consumer shall always remain ad- 


equately safeguarded. 
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SELF-POLICING - FRIEND OF THE TAX PAYER, 


We hope, Mr. Chairman, that our sub- 
mission may prove of some help to the Com- 
mission in reaching its conclusions con- 
cerning what recommendations should be made 
to the Government. We have merely asked 
for a life-line, but even a life-line spells 
the difference between extinction and sur- 
vival for many Canadians who are known for 
their efficiency and integrity, Our problem 
is in the category of a very real social 
injustice. We feel confident that the Com- 
mission will recommend to the Government 
that form of action which in its opinion 
holds out the best hope for alleviating this 
injustice. Aside from everything else, 
the taxpayer's money should not be spent 
indiscreetly, In that respect, we feel 
that the Commission will appreciate the 
self-policing nature of our proposal -- 

a formula which calls for a very minimum 
of expense so far as the Government is 


concerned. 
MUST STAND ON ITS MERITS, 


As you will appreciate from the con-~ 
victions that have been expressed in this 
submission, we have no doubts about how 


this plan would work out from the point 
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of view of the Government, of the consumer 
body and finally of the retailer, Even 

so, we have no objection whatsoever to the 
Commission or the Government looking upon 

it perhaps as a worthy experiment, So far 

as we are concerned, it must stand on its 
merits, And so, even if our plan were to be 
regarded as an experiment, there is no telling 
but what its application to the so~called 
food field in the first instance, might 
quickly pave the way for a similar happy 
solution in other fields where this problem 
likewise is very real, In stating our case 
we have attempted sincerely and conscientiously 
to acquaint the Commission with the rami- 
fications of our problem. We want the best 
solution that anyone has to offer -- if by 
any chance the Commission has some other 
effective approach, ,which may have completely 
escaped us, we would be very ae to study 
it with an open mind, One last comment -- 
today, in considerable degree, loss leadering 
is practiced much less conspicuously than 

it once was, but whether it operates openly 
or on a concealed underground basis, it 
nevertheless is very real and damaging. 

By the very nature of present economic 
trends, the problem is much more likely 

to worsen than to improve of its own accord 


and this too, we fecl sure, the Commission 
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will consider, along with everything else. 

In thanking you for the cordial hearing 
accorded me, Mr. Chairman, may I conclude 
by quoting the conclusions reached -- Heh 
out any opposing vote -- when the WORLD 
COUNCIL OF CHURCHES met at Evanston, 
Illinois, last month, 

"The World Council of Churches Friday 
backed private enterprise as a boon to 
"economic progress", but said the state 
must stand ready to counter depression or 
injustice, 

"In a major pronouncement on a "res- 
ponsible society," Christian representatives 
from 48 countries declared there has been 
a "fresh recognition" of the value of 
"relative freedom in enterprise". 

"At its best, the business system has 
provided incentives for the responsible 
initiative and hard work which produced 
economic progress," the council said. 

But it added, the state "in the public 
interest" must intervene to curb excessive 
"economic or social power" and act "if 
necessary," to counteract depression or 


individual crisis. 


And this is respectfully submitted, 
Mr. Chairman and gentlemen by myself on behalf 
of the Retail Merchants Association of Canada 


Saskatchewan Incorporated and the National 
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Foods Division of the Retail Merchants Associ- 
ation of Canada Incorporated, I thank you. 

THE CHAIRMAN: Mr, Gerin-Lajoie, I 
believe you have some questions? 

MR, GERIN-LAJOIE: yes, I have one or 
two questions, First of all, I would like Mr, 
Shelly to give us a preliminary clarification, 
if possible, Mr. Shelly, having in mind what 
Mr, Brault explained to the Commission this 
morning, I wonder if it is quite right to say-- 
and I would like you to explain this -- to say 
that this brief is submitted, first, on behalf 
of the Retail Merchants Association -- that is, 
having in mind Mr, Brault's statement -~ on 
behalf of the National Foods Division of the 
Retail Merchants Association of Canada Incor- 
porated. I understood Mr, Brault to explain 
that your first brief had been approved by the 
Foods Division. I wonder about this particular 
brief. Would you explain in greater detail. 

MR, SHELLY: Yes. This second brief 
has not anything -new in it in principle, and 
it merely supports the first brief. But five 
signed copies have been submitted to the Com- 
mission here, signed by the secretary of the 
Saskatchewan association and by the president 
of the National Foods Division of the Retail 
Merchants Association of Canada -~- signed by 
him in that official capacity. Does that 


answer your question? 
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MR, GERIN-LAJOIE;: Yes. But I just 
wondered if that was in contradiction of the 
explanation given by Mr. Brault -- that this 
borief had not been submitted, I have particularly 
in mind that possibly the greatest part of the 
brief dealt with what appeared to me as a 
particular situation in a certain region of the 
country, So I wondered if in these circumstances, 
and having in mind what Mr, Brault has said, this 
was really, as a whole, submitted on behaif, 
first, of the National Foods Division of the 
association, or if you would bring in the point 
that only the substance of your formula was 
approved, and that the rest of it is submitted 
on your own behalf. 

MR, SHELLY: Ne. 

MR. GERIN-LAJOIE: I believe the 
Commission would like to have that answered as 
clearly as possible. 

MR, SHELLY: The position is that it 
is the official submission on behalf of the 
Retail Merchants Association of Canada (Sask- 
atchewan) Incorporated, and the National Foods 
Division of the Retail Merchants Association 
of Canada, Incorporated. And if I am incorrect 
in that I would like Mr, Brault and the national 
secretary, here, to correct me. 

MR, RANDS: That is right, 

MR, GERIN-~LAJOIE: And I would like to 
hear from you whether the brief has been approved 


by the Retail Merchants Association of Canada 
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(Saskatchewan), which is not represented at this 
session, is that right? 

MR, SHELLY: I am their official 
representative here, I am glad you mentioned 
that. Mr, R.E. Walker, the secretary, was unable 
to come down. As you know, it is a long trip, 
and so, I am the sole representative here for 
Saskatchewan. But the signed copies on file with 
the Commission, of course, have the official 
signatures for Saskatchewan, 

MR, GERIN-LAJOIE: I thank you for 
these explanations. Now, I have only a question 
or two to ask you. I take it, as an instance 
regarding a situation which you seem to disfavour, 
IT am referring to page 14 of your brief, where 


you say: 


-~ whereas the Safeway units are 
supplied on an extremely low markup 
basis an entirely different higher price 
structure governs sales to independent 


erocers,. 


Now, I would like to hear from you 
whether this is an usual situation, let us say, 
for a wholesaler who performs also the functions 
of a retailer -- as in the case of Safeway, in 
this particular instance -- is it unusual to 
supply independent grocers at a different price 
from its own outlets -- a price different from 


its own outlets? 
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MR, SHELLY: I would say, sir, that 
from my knowledge of the business it is an un- 
usual situation. We can take, for example, 
Western Grocers, who are very large operators 
in western Canada, They happen to have a sub- 
stantial chain of their own in Winnipeg and else- 
where, but mainly in Winnipeg -- Shop-Easy stores. 
My understanding is that they have a price structure 
which is based upon the volume of purchases of 


the store concerned, and that it does not matter 


whether it is a company-owned store -- or maybe 
a unit of a subsidiary -- I am not sure which -- 
it may be just a subsidiary company -- but to 


all intents and purposes it is owned by the same 
interests. But, so far as my information is 
concerned, the price level that applies to any 
given store is the same, whether it is Shop-Easy 
or an independent store in that volume category, 
operating as a member of a so-called voluntary 
chain, 

Perhaps I should amplify that a little 
pit in this way, that Western Grocers have more 
than one voluntary chain of independent stores. 
They have the Red and White and they have, more 
recently, started in there under the name of 
Tom-Boy stores. 

THE CHAIRMAN: Western Grocers does 
not own those stores, does it? 

MR, SHELLY: No, they are in the 


Shop-Easy, either directly or through a 
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subsidiary, I am not sure which. But they do 
not own units of Red and White chain, or units 
of the Tom-Boy stores. 

MR, GERIN-LAJOIE: Are those affiliated 
with Western Grocers? 

WR, SHELLY: Yes. 

MR, GERIN-LAJOIE: I understand that 
Western also supplies fully independent retailers, 
is that correct? 

MR, SHELLY: Yes. 

MR, GERIN-LAJOIE: And do Western supply 
those entirely independent retail stores on exactly 
the same basis with the same price conditions as 
the affiliated, or their own retail outlets? 

MR. SHELLY: I cannot say that; tide 
not know. 

MR, GERIN-LAJOIE: Let us take an example 
about which you must know. I understand that you, 
personally, are an executive officer of a whole- 
sale firm. 

MR. SHELLY: Yes. 

MR, GERIN-LAJOIE: And am I right in 
understanding that you are also connected with 
a firm operating as retail outlets? 

MR. SHELLY: That is right. 

MR, GERIN-LAJOIE: Would you care to 
explain to the Commission on what conditions 
your wholesale firm supplies (1) your affiliated 
retail outlets and (2) the entirely independent 


retailers. 


yi GAS Ae Ronota Lbadars, 2 





tam a - a 


& oo athe ee 
alts Aas ie 
‘ ; Yd 
Yi « A We. : r 




















ce paneer of a, a i 


<8 adot thes, von: brug, -—" side dase) ‘ne echt Al 
Fatetiie, Stator. wo ‘thon 19, Norns) i on 
ob vd {iand, vata, donate t ea. Rt one - a 
ox, Oa Pied goer hy peor, team sad Hotiiy sata, 
akottiy A Whe won Ve) set oee {$8 oma eiiacoarag. ae 
Wels nae | eas atone | 
ait fe 5 Laem exuiina sft Gaon ae a 
ate ae al se Ldn eee am | ow igh a he | 


‘siomeny ia ated ah, teat ‘eaxto a 











Tee. bestoearzo9 ‘anal exe wing Pade ata et , 
| Savodeag Listen) aS amtdenoae mata # Me 
» eee ah aed. swan, At aw 


oy neo 0% Sito AELOTAL MAH biti ie i me 

atiohitabcson dathy nw te ia 
Dette Nis, tteoy, (2) eons ho. came 
“Sbhetoagtit iil ae (gd oe, Jess 


“ v 7 D 
7 j hi i a bie } . 

: H iy i ‘ / pu ae 
Re Sl, Ra eel fie ein, Nee ey us Le 
wile i gn, 








i ’ 
if Pa ir 
Pia he ‘ Oe: 


1 Hin, - 
ae Ry es Y, / 
' : 5 | 





~ EEaOF = Me, Shelly 


MR, SHELLY: Yes. I would not have 
brought up this point on my own, because I would 
not want anyone to feel that I am in way making 
use of my position here, as spokesman for the 
Retail Merchants Association, to advertise my 
company. But I am glad to provide the information, 

We originally started out -- and I am 
speaking of my family now -~ started out as 
retailers, and by 1928 we had built up 36 units. 
Today it is 37 -- we have one more now than we 
had in 1928, But we started wholesaling in 
1933, at which time a group of some 50 independent 
stores came to us. We did not go to them, They 
came to us. They knew we had an economical ware- 
housing sctup for servicing our own units, and 
they said to us that they would like to be served 
on an economical basis, like we were serving our 
own stores, and asked us if we would look after 
them on the same basis upon which we supplied 
our own stores, provided of course that they 
would subject themselves to the same procedures, 
to the same economy procedures, that applied in 
serving our own stores. 

There was no selling cost involved, 
no credit loss. It was cash business. 

So we came to an arrangement with that 
group. And ever since that day, in 1933, we 
have been serving our own group of stores, and 
also this other group of stores, and also this 


other group of stores at one and the same price 
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structure, which is not based on volume at all. 
It does not matter whether it is a store that 
buys half a million dollars worth of goods from 
our warehouse, or buys $25,000 worth of goods --~ 
they enjoy exactly the same price structure, 

There is one little variable that I 
wish to introduce -- and there is no discrimination 
there. But obviously a retail unit with a large 
volume has very little occasion to buy items in 
less than case-lot quantities, It will buy some 
items on that basis, but mostly it is in case- 
lots. Obviously, stores with small volume will 
puy a larger number of items in what we call 
proken cases, or less than case lots, And we do 
have a slight price differential as between case- 
lot prices, and broken case prices, to take care 
of the extra cost involved in handling the smaller 
quantities. But that applies to all units, 

Your answer is that it is one structure, 
And, by the way, today we serve, as sole supply 
pase for over 100 independent retail stores, on 
this basis. And it is a 100 per cent set-up. 

MR, GERIN-LAJOIE: Do you also supply 
other retailers on a different basis? 

MR, SHELLY: No, 

MR, GERIN-~LAJOIE: Is it possible 
that wholesalers supply independent grocers 
on different bases, according to circumstances, 
giving credit or different quantity conditions, 


and so on, which might explain, in some instances, 
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differences in price? 

185 er MR, SHELLY: That is true. I will show 
this as a typical way of MacDonald's Consolidated 
soliciting business from the independent merchant, 
You might call it specials, and these sheets are 
sent out weekly with the object, of course, that 
these items will start an order, and that other 
items, on which the mercherant does not know the 
price, will be added to that same order, And 
that is the way these things usually work, 

The customary thing is that a retail 
grocer buys, as a rule, once a week, So these 
specials start the order going, and the ,order 
comes their way. 

MR, GERIN-LAJOIE: Now, regarding 
your formula, quite clearly its general purpose 
is to discourage the retailer from cutting or, 
as I suppose you would say, unduly cutting his 
prices. I wonder if you would also frown upon 
economic practices at the retail level under 
which a retailer goes to some greater extent 
in the form of advertising -~ let us say a nursery 
for children, and so on. My question is this: 

I wonder if your general idea is to discourage 

or to look with disfavour upon practices which 
lower the prices to the consumer, and do not look 
with disfavour in the same way upon expenses which 
do not bring lower prices to the consumer, but 
which mean some loss, if I may say so,to the 
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MR, SHELLY: I would like to answer 
that simply, if I can, and I think perhaps the 
simplest answer is to say that we are in favour 
of anything that will result in lower prices to 
the consumer -~ that is, with methods which make 
possible lower prices to the consumer, on an 
ethical basis. And perhaps, when I use that word, 
I should say that the opposite to that, to me, 
are methods and devices which, in effect, destroy 
competition, 

For we are in favour of anything and 
everything that is ethical and conducive to the 
lowering of prices. I think what you are leading 
up to\is that there are different things which, 
while they have nothing directly to do with the 
price of an item, they attract more customers 
anto a store. It may be an amusement item for 
children, and it attracts more people to that store. 
And, as the result of extra volume, it makes 
possible a lowering of prices. Well, we certainly 
have no objection to that, at all. 

MR, GERIN-LAJOIE: I will give you an 
example -~ 

MR, FAVREAU: I think you are referring 
to. those which are the exact equivalent, in dollars 
and cents, to a premium. 

MR, GERIN-LAJOIE: Yes, I had that in 
mind. was going to give an example. Let us say 
that a retailer has in his budget $5,000 in a year 


to spend to bring customers to his store. He may 
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spend it in advertising in the newspapers; he 

may spend it by having a nursery for children, 

or he may spend it entirely on premiums -- 

having just a sign in his window, which does 

not cost anything. Do you have any objection 

to that latter practice of giving premiums, 

while you would not have any objection to spending 
the same amount of money in some other fashion? 

MR. SHELLY: The question of premiuns , 
I think is a debatable one, But in principle I 
would say there is nothing deceptive about 
premiums, It is open to anybody and everybody, 
in practice. And so therefore, in principle, we 
have no objection to them. They can, of course, 
become a great nuisance to the consumers, I 
know Mr. Rands and I had lunch yesterday with 
Madame Vaudelet, and we got talking about that 
sort of thing. 

The consumer ~- that is, the thinking 
consumer ~~ actually does not welcome that sort 
of thing, because he has the feeling that these 
premiums have to be paid for some time or some 
how. I would not say that is necessarily so, 
because if they have the effect of producing 
extra volume and thereby reducing the cost of 
doing business, they need not necessarily have 
any effect upon the price, 

MR. GERIN-LAJOIE: Comparatively, with 
other retailers! prices, 
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appearing here is not at all to find fault 
with that sort of thing. 

MR, GERIN-LAJOIE: That is all I wish 
to ask, Mr, Chairman, 

MR, FAVREAU: Just carrying on from 
Mr, Gerin-Lajoie's last question; you told us 
this morning that in certain grocery stores, 
wherever an item was not publicly advertised 
in newspapers, but happened to be available there 
in the store at a price lower than the price 
which you would pay for the same item elsewhere, 
then by word of mouth some advertising takes 
place so that people finally know about it and 
go to that store. Now, if you prevent all the 
small retailers who cannot afford to take publicity, 
put which the large organizations can afford, from 
using that device to keep some of their local 
clients interested, that is by having at times 
one given product at a lower price in their 
stores, than they will find it in other stores, 
would you not by the same token favour the large 
organization which has large publicity budgets 
as against the interests of the smaller one, 
the smaller retailer, who cannot afford such 
publicity? 

MR, SHELLY: Mr, Commissioner, we are 
not expressing opposition to stores having lower 
prices on this item or that item; but in what I 
was pointing out in the brief, here, I pointed 


out the effect of these concealed methods, and 
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which nevertheless are a form of advertising 

and are in an entirely different position from 

the one you have recited -~ where you are speaking 
of the small operator, But he does not use this 
type of technigue at all. 

MR, FAVREAU: But he might have a 
special which might be a loss leader. 

MR, SHELLY: I am not finding fault with 
that, at all, 

MR, FAVREAU: Somebody else would come 
in and say, "You will have to sell me $300 worth 
of that particular merchandise." 

MR, SHELLY: That is not any hardship 
on him. 

MR, FAVREAU: But he would not be able 
Lo, entord 4G. 

MR, SHELLY: He is the one who would be 
familiar with this formula, And at whatever price 
he selects for that item, he knows what the effect 
of that price will be, in so far as that formula 
is concerned, He knows exactly what position he 
is in, And the chances are that his cost on that 
item may be a little higher than that of the chain 
stores, 

Perhaps you are thinking of the chain 
store stepping in there, and every unit of a chain 
store coming and buying $300 worth of that item 
from that little fellow. But the chain store 
cost generally would be a little lower than that, 
so that it removes the incentive. 


I would like to say one other thing which 
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I think you will find interesting in regard to 
the small man not being in a position to make 
an impression with advertising, by reason of 
his limited budget. 

Speaking for my own company, we have 
recommended to independent retailers, and they 
have followed this advice very extensively, 
that they take these full-page advertisements 
of the chain stores and cover up the name on 
them, and put them up in the store windows, or 
inside the store. To all intents and purposes, 
so far as the public is concerned, -- the public 
knows, of course, that they are not the ad- 
vertisements of the little fellow. But it is 
one way of the little man putting across the idea 
to the public in his community that his prices 
are competitive with the prices appearing in 
these ads. And so that is one method of his 
meeting the situation, That is one inexpensive 
method -- it does not cost anything, -- and it is 
pretty convincing, 

THE CHAIRMAN: I suppose the net result 
of the application of your formula would be that 
no retailer, except by accident, would offer for 
sale goods at a price that was lower than 5 or 
10 per cent, as the case may be, above his cost 
of acquisition? 

MR, SHELLY: I think, generally, that 


that is so, yes. 
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186 ) £6 THE CHAIRMAN: That is really the 
purpose of it, of your formula? 

MR. SHELLY: Generally, that is so, 
yes -~- with this broad qualification -- and it 
is not the only qualification -- that, there 
again, you see the fact that the larger com-~ 
petitor of that little store, as a general 
rule, has a lower cost on that item than the 
little store has. It obviously would permit 
the little operator to cut pretty well right 
down, and keep right down to his cost price, 
in many cases, before it would serve as an in- 
vitation to anybody to come and purchase from 
him at that price, less the discount, 

THE CHAIRMAN: It might also, in a 
number of cases, mean of course that a large 
operator, with the facilities of large scale 
buying, and the advantage of doing it, if 
selling at a price around 5 or 1O per cent above 
his cost of acquisition, he might have a price 
that was low enough for the little fellow to 
come and want to apply the formula to him, The 
little fellow might not have the same means of 
getting quantity prices, Might that be so? 

MR, SHELLY: Would you repeat that 
question, please? 

THE CHAIRMAN: You might have this 
situation, that a large-scale buyer, buying 
in very large quantities and therefore getting 
the lowest possible price, and perhaps getting 


a special price, might be sclling on a basis 
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which you would feel would be in keeping, within 
the difficulties of the formula for him, by not 
selling anything less than 5 or 10 per cent as 
the case might be above his cost of acquisition, 
But still his selling price might be sufficiently 
low in some instances that it would attract the 
small dealer, who had not the same large buying 
powers, to apply the formula to him. It might 
work out that way, might it not? 

MR, SHELLY: There is that possibility. 
I think in some measure that is so. I would 
like to mention something else that is related 
to that, and which I am sure would prove to be 
the effect of this formula in practice. We would 
find that the formula produces a bit of pressure 
on the wholesale level to trim their prices. 
Because the wholesalers obviously do not want to 
appear in the position where the retailer finds 
it to his advantage to go to another retailer to 
buy his supply rather than buy them from him as 
a wholesaler, So there is that pressure on the 
wholesale level to trim their prices -~ which is 
all to the good, so far as the consumer is con- 
cerned, 

THE CHAIRMAN: But the pressure might 
be hard on you as a wholesaler, do you mean? 

MR, SHELLY: I am not afraid of that, 
I am sorry that when you were in Saskatoon time 
did not permit me to take you through our plant, 


But, had you seen it, I think you would have been 
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satisfied that I would not be afraid . 

THE CHAIRMAN: I was thinking that as 
you have 37 units of your own, and supply more 
than 100 others, that perhaps the wholesale function 
might be pretty important to you; and if that pres- 
sure was there you might notice it. 

MR, SHELLY: In our situation it would 
not create pressure, because as I have said we 
have only one price structure, and that price 
structure -- and I think this has some value to 
you -- that price structure, across the board, is 
lower than these prices, these specials, generally, 
of MacDonald's Consolidated, That is correct, 

THE CHAIRMAN: I think that is all, 

Mr, Shelly. 

Mi SHELLY? Yhenk yous 

THE CHAIRMAN: Now, we have two further 
briefs both of which were to be presented today. 

I wonder if we can get some idea of how long we 
might take to present those briefs. I would 
prefer, if possible, to complete both of them, 
if we can, And, if not, it might be better to 
have one, completed, and the other carry on to- 
morrow morning, if necessary. There is one to 
be presented on behalf of Safeway. Mr. MacAulay 
is here, and I do not know how long it will 
take, 

MR, Ma:sAULAY: Possibly an hour, Mr, 
Chairman, 

THE CHAIRMAN: Do you think an hour 


would be sufficient? 
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MR, MacAULAY: I will try to restrict 
myself to an hour, I am not going to go into 
all the detail Mr. Shelly did. 

THE CHAIRMAN: That is, apart from 
the questions which you would be asked? 

MR, MacAULAY: Yes. 

THE CHAIRMAN: And then there is the 
brief to be presented by the Province of Quebec 
Wholesale Grocers Association, I wonder who 


the sponsor is, and how long it will take. 
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MR, BOISVERT: Only the time required 
to read it, and the questioning period. 

MR. GERIN-LAJOIE: That would be about 
half an hour, 

THE CHAIRMAN: Haveyou had time to 
consider it? 

MR, GERIN-LAJOIE: It should not be 
very long -- possibly half an hour, 

THE CHAIRMAN: And I should think the 
reading of it would take less than half an 
hour, 

MR, GERIN-LAJOIE: Yes -- about 15 
minutes. And then the questioning period would 
be between 15 minutes and half an hour, IL 
should imagine. 

THE CHAIRMAN: I think it is perfectly 
obvious that this Commission will have to sit 
tomorrow morning, Because there is one further 
statement to be made I believe by the Director, 
which I think will take not less than an hour. 
If we had to take all those three matters this 
afternoon we would not finish until 8 o'clock 
this evening, perhaps -- and that would be a little 
late; It is unfortunate that both of these briefs 
were to be presented today. Would it be dif- 
ficult for cither of you to carry over until to- 
morrow morning, if necessary? 

MR. BOISVERT: If it will help the 


Commission, I will be glad to. 
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THE CHAIRMAN: You can stay over until 
tomorrow? 

MR, BOISVERT: Yes. 

THE CHAIRMAN: I do not know whether 
Mr, MacAulay and his associates can stay that 
long. But if you can, then I think perhaps we 
had better dispose of the Safeway brief this 
afternoon -- and, if time permits, yours as 
Weil. 


MR, BOISVERT: I will wait. 
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REPRESENTATIONS: 
Canada Safeway Limited, 


Represented by: 
Jc. 8. Macaulay, ©,.C. 


THE CHAIRMAN: We will call upon Mr, 
MacAulay, then, at this time. 

MR, MacAULAY: Mr, Chairman and gentle- 
men of the Commission, I wish to make a few 
preliminary observations following which I shall 
present the one brief, and then I shall deal 
shortly with the bricf submitted by Mr. Shelly. 

After listening to Mr, Shelly I am 
surprised that Safeway has any business at all 
in the province of Saskatchewan, especially 
when his operating methods are so above reproach, 
and he is out to fight the battle of the other 
fellow, 

But, I divide his brief into three 
parts, I say it should have been divided into 
three parts, In the first place, it consists 
of pats on the back for Mr, Shelly and his or- 
ganization, 

In the second place it consists of 
attacks upon Sefeway; and I think that I might 
submit, Mr, Chairman, with deference, that a 
part which should have been included is entirely 
missing -- that is, I suggest it would have 
been constructive and it would have assisted 
the Commission if Mr, Shelly had come forward 


and had given the same information in regard to 









is “f Tan | bo aly ae nee es ve 1m 
fy ee * ae i 
ean ee) 
sae en) eee seat perth or: estus 
iy | ~Eiog bos asetisdy ea Se fig - 
Sha at WOI 8 Sra oF sabe T (ae ‘i ooh cle 
th finds 1 dokedw: uatwolto% arth vied ong : 
ae aod ikeda T ad ting toned and add tomo 
sche sel led: iM wd betiindue tebe ods ae witeda:. ; 
aye | t eltade.. et a ahthited ght” SaTA er acre 4 
{is (5 seonteud:yas and yewotes Lae a 
‘ifekooqes .tewellotestan® to comtvexa edt At | | 
losonton svode O8 gt8 abotitor. atkisisgo, etd ontw. 0 
mado ‘ead ae onto ota | Sdigh? ot, tuo ob: oi, DAS. |. | q 


“Wotto® ” 










‘ Ni aor a tou ne al ae 





bouts ode yobae td sonrro. i He 
ovat beblvib: pen overt. Muene If. yng t BBE 
edgtonns #2 ,sdely teat odt-AL- .eteeo oud 
NtiMe tig abt Bila eiLotta ah YoR Load odd me aing to. 
i | sdoatmaray 
ah eo Bitaianog tL wont oaoooR one at. 
ae tga Z aeHt aatKe T bas gywetad nog j enlondan . 
| wants coShaTstgh Mitw esti bast (ah. Idee: e| 
- vbeattas ut boisetons dood evid Bluods dots oreg: | 4s 
Baron d | ores bow 3k Suoamia. X se dotaeiy satenan } 





tree ns: od bade ceat 9 aot tino0 st fo 
od -biagee md Pasir, inva mies walsh etic} ieeard 


red iy ee i ce a 
8 We Ae), | a i yg ae : 





-~ 4OuT = Mr, MacAulay 


his operations as Cenada Safeway Limited did at 
the time it appeared before the Commission in 
Vancouver, namely a brief of some 49 pages, to- 
gether with schedules, 

We know nothing about Mr. Shelly's 
figures, or Mr, Shelly's operations, or Mr. 
Shelly's methods of pricing, And therefore 
we are not in the same position to direct the 
attention of the Commission to certain matters 
in respect of which we would like to direct their 
attention, if that information and those figures 
were before them. 

Anda I suggest to you, Mr. Chairman, 
that this appears as an original submission. 

When I asked your permission to appear pefore this 
Commission for the second time, I said I wished to 
appear to answer any questions the Commission 
directed to me at the time of our original 
presentation, which we were unable to answer at 
that time, 

In other words, if the Commission wanted 
information which we did not have available, ve 
wished to have an opportunity to assit the Com 
mission by submitting the information at a later 
date, And then, in addition, I said that in case 
any parties in presenting their briefs made any 
attack on $:feway or on Safeway methods, of 
merchandising, I would like an opportunity to 
appear to answer those charges at this time. 


I knew nothing about Mr. Shelly's brict 
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until 4 o'clock yesterday afternoon, The whole 
material refers to alleged practices -- what he 
would call improper practices, no doubt -- in 
the trading area of Saskatoon, 

Immediately I learned this, I attempted 
to get in touch with our district manager in 
Saskatoon, but he was in the United States on 
holidays. And I was only able to get Mr, McKey 
here this morning. He arrived at the Chateau 
Laurier after I had left to attend this meeting, 

You will recall that in Vancouver I 
had four employees of the company with me -- one, 
the divisional manager, one the price maker, and 
one the district manager, each of whom was avail- 
able to answer any questions which the Commission 
or the Commission counsel saw fit to direct, 

And so, might I suggest, tha ia order 
to submit what I consider is an original prief at 
this time is most unfair. This is a brief that -- 
well Pf Mr.) Sheldyor the Retail Merchants 
Association, or the Retail Merchants Association 
of Saskatchewan wished to submit a brief of 
this nature, then I submit that it should have 
been presented in Saskatoon, where we had the 
evidence available, and where we could have 
produced the books and the witnesses to answer 
the questions. 

I did hear last weck -- no, it was 
the first of this week -- of a document which 


Mr, Shelly sent to the Commission. It was only 
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a circular, and it came to my attention only 
Monday, of this week, It was directed to O.K. 
Economy and associate stores, and he concluded 
by referring to this peaches transaction, and so 
I called for the information in respect to that. 
And he also referred to this Edwards coffee 
matter, and I called for the information with 
regard to that, I think I have the information 
in regard to those two matters with me, And 


he concluded by saying this: 


So far as O.K. Economy stores are 
concerned, it continues to be our policy 
to preserve one of the same price for all 
customers in any given town or city. If 
from time to time we have an over-supply 
of this or that fruit item, it will be 
advertised and sold as such so that all 
customers will have access to such bargain 
of fruit in whatever O.K. Economy unit 
they happen to shop. 

As for Shelly Brothers wholesale 
price, it is at all times identical for 
all city and country 0O,K, Economy and 


associate stores. 


And I thought that, aside from those 
two matters to which he referred, and in 
respect of which I obtained the information that 
this was some advertising that he was doing 


among the storekeepers in Saskatchewan, and 
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was just another pat on the back for O.K. Economy 
stores. So I did not take it seriously; 

I thought the only two matters when I arrived 
here in respect of which I would require 

to give information would be the peaches 

and the apricots and the coffee, 

And then somebody asked me if I knew 
that Mr, Shelly had filed a brief. I was asked 
that yesterday. I said, "Oh yes, I know Mr, 
Shelly has filed a brief." And that was the docu- 
ment which I thought was the brief, because he 
said on the document that a copy had been sent 
to you,,sir, as chairman of this Commission, 

So we arrive here yesterday in the 
circumstances which I relate, and we find a 38- 
page document, which it takes Mr, Shelly one day 
to present, There is not one reference to the 
business of Shelly Brothers, not one reference-- 
and there is not one figure. There is a criticism 
of our pricing methods in the brief. There is a 
criticism of this and of that. 

Let Mr, Shelly be fair and give the 
same information in regard to Shelly Brothers, 
and not present a brief which constitutes only 
a pat ee the back for Shelly Brothers, and an 
attack on Safeway. Let him come along and 
assist the Commission by giving them .- the 


Commission --~ the same information in regard 
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to Shelly Brothers as we did in regard to Safe- 
way. And, since Safeway has been singled out 
for special attention, I suggest it oe 
assist the Commission if they had that in- 
formation, too, from Loblaws and from Dominion 
stores. I think three or four sets of figures 
would be very revealing and might be of great 
assistance to the Commission. 

There have been statements and ex- 
aminations and cross-examinations by various 
persons in regard to the person who presents 
this bricf. It is signed "Retail Merchants 
Association of Canada (Saskatchewan) Incorporated 
and National Foods Division of the Retail Mer- 
chants Association of Canada, Incorporated," 
Now, Safeway does not belong to any retail mer- 
chants association. And they do not belong to 
any retail merchants associations for obvious 


reasons, They refuse to be parties to any trade 


association or any other association, or members 


where there is any possibility of prices being 
discussed at meetings. And so we are not a member 
of the Saskatchewan Retail Merchants Association, 
I wondered if we were a member of the Canadian 
Association, but I discovered that we are not, 
Now, we obtain some bulletins from 
these organizations, just to know what is taking 
place. We do not want them to think that we 


are obtaining those bulletins at the expense of 
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somebody else, and we do make some contributions 
to the upkeep of certain provincial retail 
associations, But we absolutely refuse member- 
ship for the reasons I have mentioned. 

Now, when I saw this brief this 
morning, or yesterday, I was really very happy 
that that was the situation, Beeause I cannot 
imagine a responsible association across Canada 
filing a brief which indicates that it is on 
pehalf of the National Foods Division of the 
Retail Merchants Association of Canada, 50 per 
cent of which represents an attack upon Safeway 
and 100 per cent of which deals with the Saskatoon 
trading area, Now, can you imagine a national 
organization filing a brief of 38 pages and 
dealing only with one trading area, a very small 
part of Canada? 

And so, I subscribe to what has been 
said, that there was some committee that met in 
Edmonton and, after reading the proposed formula 
of Mr. Shelly, they said, "We will go along with 
that formula," I do not know how many people 
were present, I would say that there would 
be very few. And I suppose what happened after 
that was that Mr, Shelly saw the representations 
we made, or had an opportunity to paruse the 
representations we made in Vancouver, and he 
prepared this brief -~ because it came out that 
Mr. Shelly did prepare this brief. When Mr. 


Commissioner Whiteley put the question to him 
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and asked him about the D.B.S.figures, he said, 
"When I was preparing the brief," That is the 
first time there was any intimation as to who 
had prepared this brief. And there has been no 
intimation that anybody else outside of Mr, 
Shelly had anything to do with the preparation 
Of BU 

I doubt if, after this brief was pre- 
pared, the committee in the first instance -- 
well, the committee in the first instance likely 
gave its approval to the formula, And then I 
wonder if anybody more than a couple of officers 
of an association which is supposed to have 54 
members, saw this document, And if they did, 
then I think there are enough red-blooded men in 
Canada, members of the Retail Merchants Association, 
to stand on their feet and say, "If this is a 
national association presenting a brief, then we 
are not going to relate it entirely to the Saskatoon 
trading area," 

And so, Mr. Chairman, I have a suggestion 
to make, I would like to have the opportunity, if 
the Commission thinks it is relevant -~- and the 
Commission may not think it is relevant because 
the Commission may feel that what they are in- 
terested in is constructive suggestions in regard 
to retail operations. And if that oonsists 
of one competitor attacking another competitor, 
then perhaps I should make this request, If the 


Commission feels that is not part of, or is not 
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relevant to the inquiry, then I will not press the 
Commission for the right to file an answer to this 
prict.. 

But I am going to throw out a challenge 
to Mr. Kelly -- Shelly, rather, I am going to say 
to Mr. Shelly: "Mr. Shelly, you come along, and 
you present the figures, the markups on every item. 
You present the Commission, in order to assist 
them, with all the information S<feway did, as 
igs complained in the Safeway brief." And then 
we can examine that document, Why, we might 
stoop to take the position that he took here, and 
we might prepare an answer along the lines of 
his. Because my friend Mr, McKey, whom I have 
seen only since this morning, tells me that if the 
Commission is interested, in many many instances, 
on the part of O.K, Economy stores, we can pre- 
pare detailed answers to this, and supply it to 
the Commission, 

I challenge Mr. Shelly to request the 
Commission for permission to file a brief, with 
all the information in connection with his op- 
erations, the same as we did, And then we will 
poth appear here, with our witnesses, and perhaps 
we can help the Commission very substantially. 

I say that, this being an original 
brief it should not have been filed at this time, 
There should have been notice to us that it was 
going to be filed. Mr. Shelly knew a long time 


ago, and the Retail Merchants Association knew 


ont eary 
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a long time ago, 

Why, they even go back to 25 years ago 
to quote what Mr. M.B. Skaggs said, who was 
president of Safeway 25 years ago. They even go 
back 25 years and quote Mr. Skaggs. And then they 
quote what somebody said in 1940 --~ "I will buy 
out your stores; and if you say no, then dire 
results will happen." 

Well, if he is referring to an inquiry 
which took place in Saskatoon in 1940, at the 
instance of some merchants there who wished 
discriminatory legislation passed against Safeway, 
because they were too competitive, then the gentle- 
man whom I suspect made the statement has not been 
with that company for 14 years, And I do not think 
that the conversation is just as it is related. 

But, so that we would have no difficulty, 
when Safeway came here there were a number of retail 
organizations who were having difficulty in con- 
ducting their operations, And in many instances -- 
in most instances -- they approached Safeway to 
see if we would buy them out, The brief covers 
a lot of territory, but what it has to do with 
that, I do not know. 

Now, I suppose I should be very much 
flattered that these attacks are made upon Safeway, 
because it indicates that we must be very competitive 
and that the other fellows are having to be on their 
toes in order to compete with us. The last experi- 


ence we had with Mr. Shelly was at the time of the 
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Dominion Trade and Industry Inquiry. And if 
these matters mentioned in this brief are the 
only matters that can be assembled over a period 
of 14 years, then I think that Safeway has a very 
excellent record of operations. 

But I say that we are in the habit of 
submitting to attacks like this in the territory 
in which we operate. In fact, Mr, Shelly pats 
himself on the back for his association with the 
Wartime Prices and Trade Board, I really felt 
that matter could have been dealt with more quickly. 
I will add only one sentence, that I was asked 
in the same way to be on the bread administrator's 
advisory committee, and when Mr. Donald Gordon 
sent out an S.0.S. in 1942 to business asking 
how he could maintain the price ceiling, Safeway 
was the first organization that appeared with a 
brief with constructive suggestions in it. I 
can say that in one sentence; I do not have to 
take two or three pages to say it. 

And, just to give you an idea ~-- and 
this igs just to give you an idea of a certain 
situation -- if we want to discuss ancient history, 
they had a situation in Saskatchewan where a store 
had to sell milk at one cent over the wagon dis- 
tribution price, That is the extent to which the 
milk distributors controlled that situation, In 
other words, for the privilege of going to a 
store and buying a quartoof milk, and carrying 


it home, you could pay one cent over the price 


: 
PAL irae | 
7 
. 





f ‘ Ve van i 
é >) we ala i eadt 


i od? gmp. Votes BaD 
re baa ly wo Bel 
; yor s dw wee oe sr. pod? cam 













i ae i a ens Danie Ao fiapoart pr o 


d a 


ee to Fidasi aha ore om 2) Sele: “Ra ay te 1 Oa gi Le 


ety ict eeuot ‘ons ax, stds ecit mtostts, ot antesimive, 


bean ay: stay heeds esau pes sodmtege py dotdw ob - 
~~” , : . : 

oa Be Rey ene TRLQORAA, eli) 16%, woe ag ot iS to ‘Yoamisl 

} " 7 a r a » 

RY i Ta0 YLLGot DOR Sod: apa ey ise nents. ocak tay 

et rae Ve ih ‘ : , i oy Pate ' 

0" “Eo bong avon eter ieeh coed oye | bios. gd texy dad ’ 


ie Be iin Lote “ORAS, le vay -OSROUMaS: OG Vn. bbs .fitw z 





ty : y 
als i ( ‘ 
J , : \ y 7 
; Tete 4 shyt het Reh ae eet etd ott dS oil f Grae so of ah d 2 i“ 
&’ BOW 62 Ber bis iS SG thy a). SG ee SG NG, mi rm y 
ie Lie or y PAD 
7 : Ne : 
sof tet: hs 7.) oe bent, Be Aw ite 
saQa) cA ee ates i | ee Pheer | oh Perk Bs pt dey ers S Yroas. +e ¥ 75S 
f 2 : - 
| 4 | +) 
~h ho oe. t ie bn ' ~~ 5 , 4 F - 
, & ! + 5 ts ody eT OP Y ‘ <a (he ett ee At ie: CLG /3I98 
C's Wh ee Cer f Bcae Ror Phe at pox rh ae He be nil ote : x 
hy a" %: a ‘ haf Rie, Ne ale aad | ner ke he higis Tir Ly ah Sot SEAT u Aa A i % fi wort ae i : ; 
oe 1 ) : , 
; i ij 
» * Hew - + ' * ~~ a ; 
» he © a | ‘ dake wee Pi, 
= wks V6 Rat aed ‘ 4 4 rh SB BES tr: st we ys <r wf Row . 7 
‘ i og e 54 “ : 
> t y re h. ot ty i yin Foe eee, hy P an es + i) tes, he 
ts ete Ohi Cae Bee NT al Re Bee | a Pig * Pc beret 
U ee] : eat ated ’ a M 
DMs ‘ ; 
AG 1 wit ee ton | x ‘ r © Aver ees oP ee oo i ry s 7 of y ey die y 
bat ; mas Oe es ee » Ute SL RW aa R epee ee re Pes Le Ss Da ech, YAR nes 
P Y a « . : a 
; 
é 7 ee 4 A aeeril Tee 
oh » — of a tN a yeas rere et 7 ZO OW2 isu 
7 : - 
i ‘ d 1 : 
y ; em eb pr Oe a? ‘ r=® ° Fone 
2 See wir toe : D { H + BZ 74.8 
* ‘ w $2 \ s! * « ; § ‘ 
B f i 
‘| ry Pini a so i 1a aioe wee t ph wee 
LAs ShL 720) tear debe 4 et eee . 
hoe ae 
We us i 
mi : T i 
Hr ey me Reed * ‘va, . a ee os oe PBs a. Vevinee wer 4 i Men, Be ae poy pode se 
Au” _ y stat ’ k oe i rs aad u ie A - he A ew Be hat ow pee We new tt bai age iO a Riis ta 4 h 
* ‘ + % if sd : ; : 7 ve J 
' ( @ 
5 ’ 5 
; / ‘ ms Pani. teal atevast AP las 3k 3 fF: m Aes ris 
ul ‘ OR SP ere ae IG ey ah +8 ad ae me he dil bay Sw £ RL 483 B Aec: vor ; > 
re a rate iy ae d hi yl 7 
Wis ue a vA : A i ‘ne 


i 7) 


bts ae “Oct! SOR. aie Tove dogo aie De site Eee ot Bed oh, 
‘ ~ ; : Lets wn . ie 
Lt Coke: OF Srotes ont ah tal? .eateq wmertodted 


Me i 
ie ar. i Y at ee ae .. ee oa” ee 
i , Lis. pee Si yi £2 ond Hotlotinoas. ete Pent 
StS 3 vat a sk : ala ' Vee a ie: 





8 OS Bite 38 Ghalivits ods go, ; ow iiotta. yj 


is ‘ “~ papery ih y fe _ 4 os ‘ : rire a>) : 
oy wy gnirtags | Gite ) NDI Tostaeny 8 ontyed bas erode .” 


i 
! ; ae M r e 
ey , * ? To ? , mo ft ‘ a r a a ; is ie 
tice | oe ies SAS ts vo +f a by é Wa, wed bLuo9 10% # amos Jt | ya 
‘sy ’ i , Ba! we ana ee eh y } ‘ae a “ a 7 





~ 4057 - Mr. MacAulay 


at which it would be delivered to your home. 

Safeway said, "Why, we know that that 
has not happened any other place on the continent, 
and we are not going to submit to that." We 
said, "We will sell at the wagon distribution 
price" -- which we did. We were threatened with 
all kinds of actions. I said, "I would just 
like you in war time to take action against 
Safeway for selling for too little, when there 
are people who are only too anxious to get food 
for less, and who are needing milk. So you just 
go ahead. It is an anomoly, and it should 
never have been written into the milk board pro- 
visions. And so you just lay the charge against 
us for selling milk at wagon distribution prices, 
instead of one cent above." 

That is just an instance. I do not 
know where all these other merchants in Sask- 
atchewan were, or why they did not hold up their 
hands and contest a situation like that. But 
they did not, And in Winnipeg, because we wanted 
to sell for one cent below the wagon distribution 
price there was a milk inquiry ordered, and it 
lasted for three months, There were nine lawyers 
involved -- eight of them on one side, and I was 
on the other, And we emerged with a one-cent 
differential. And now we have a two-cent dif- 
ferential, And the only reason for that -- the 
only reason Safeway went into the milk business 


in Winnipeg was because the home distributors 
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refused to recognise the cash-~and-carry principle, 
namely that anybody who requires to, or who needs 
to, or who wishes to perform part of the service 
himself should get the benefit of it. That is 

the cash-and-carry principle, and that is the 
principle for which we have been fighting. 

And we have been fighting in Vancouver 
for the last two or three years. Those people 
who operate monopolies -- they die hard. And so 
we had to fight for about three years before we 
had controls above the producer level removed. 
And now, instead of paying the same price at the 
store, you pay two cents less at the store, and 
there is a recognition of the cash-and-carry 
principle; 

So we had a bread inquiry, because we 
wanted to sell bread for less than they sold the 
home delivery bread, and there was a bread inquiry 
which lasted for six weeks. Safeway was on one 
Side, and everybody else was on the other. And 
we emerged with a price structure whereby it was 
recognised that bread could and should be sold 
by stores. But when that subsidy was taken off 
flour and we were asked to attend a meeting so 
that it could be decided what price should be 
charged for bread, now that the subsidy was 
gone ~~ "You fix your price, and we will fix 
ours." And that is an intimation of how we 
say, that so far as pricing is concerned, we 


have nothing to do with it. 
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Now, we cannot understand a national or- 
ganization being a party to or signing a docu- 
ment like this, supposedly representative of the 
national food industry in Canada, and it deals 
only with the Saskatoon trading area -- except 
where they refer to our Money Man in Calgary. 

And I will tell you about that after -- our Money 
Man, I think that is the only time they stepped 
out of the Saskatoon trading area, 

And that, Mr, Chairman and gentlemen, 
is the place where Mr. Shelly has 37 stores -~ 
O.K, Economy stores -- and that is the place 
where he has a wholesale warehouse, and that is 
a spot in which he is vitally interested. 

He cited our profits to you this morning-- 
$2,800,000 last year. But he never told you one 
word about his own organization, He never told 
you one word about what 0O.K, Economy stores made 
for one year in the last 14 years, He never told 
you what his warehouse made one year in the last 
14 years, either, And all this information, so 
far as Safeway was concerned, was not only public, 
but it was made available to you gentlemen out in 
Vancouver, And I submit to you that there is a 
very very pertinent piece of information of a 
financial nature which you would have to have 
in regard to the Shelly operations before you 
could relate his representations to his operations, 
or before you would understand the reason for the 
Observations which he makes, and for the attack 


which he has made upon Safeway in this document, 
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Now, I say that we are used to people 
attacking us. We do not mind that at all, In 
fact, I want to congratulate Mr, Shelly upon 
some of the good advertising he gave us. Of course 
he did not intend it as such, but there it was. 

And there was another thing: He said, 
"$2,800,000 going to the common shareholders of 
this company -~ going out of Canada." Well, what 
do you think of that? And he seemed to be very 
proud of himself that he knew the figures. Well, 
if he had asked us for a statement any day in the 
week, we would have given it to him. We give it 
to everybody else. We give it to the banks with 
which we do business. And he forgot to observe 
that all our preferred stock is owned in Canada, 
and the earnings on that preferred stock go to 
Canadians. He did not say anything about that, 
And he forgot to observe, too, that possibly we 
paid in income tax approximately the equivalent 
of the amount available -- that is, to the Can- 
adian income tax authorities -- approximately 
the amount that was available for dividends to 
company stockholders. And, besides that, to say 
nothing about all the municipal taxes, and other 
taxes that we would pay. 

And, oh yes, he referred to us age an 
international chain. I suppose that is to create 
the impression that our roots are in California 
or Kalamazoo, or some place else. Now, why he 


would want to cast aspersions, or to refer to 
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an international chain, or to a company, some 

of whose money goes to the United States, I 
cannot understand, But he does that in criticising 
us like that --~ even criticising the sources of 
our money -- he does that and he is building him- 
self up. Because here is a Saskatoon or a Saske 
atchewan-owned enterprise. All right; let him 
tell us how much money he has invested in it, and 
how much they are making while they are doing 
business in this very, very proper way. And I 
think it would be a very satisfactory figure, 
indeed, 

We can treat these wholesalers in this 
big-hearted way. Here, he sells his wholesalers, 
He can carry on his business in any way he likes, 
It does not matter to me whether he takes his 
business in the wholesale department or in the 
retail department, It does not make a bit of 
difference to me, And it is none of his business, 
either, if Safeway wishes to have MacDonald 
Consolidated act as its purchasing agent for 
the goods it purchases on behalf of Safeway. 

And MacDonald Consolidated, so far as their 

prices to independents are concerned, are com-~ 
petitive with Mr, Shelly in selling to other in- 
dependents, Otherwise how do they stay in business-—- 
that is, MacDonald's Consolidated, And why does 

not Mr, Shelly get all the business? 

Now, I intended to refer to notes, 
but I will just go on as I am, and then I shall 


look at them after. I was only able to make a 
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few notes when Mr, Shelly was presenting his brief. 

Now, Mr. Shelly says that you can often 
tell what is going to happen in Saskatoon by what 
happens in Vancouver, 

Now, I think I explained to the Com- 
mission when I appeared before it in Vancouver, 
that, so far as Safeway operations in Canada are 
concerned, we have two divisions. We have two 
divisional managers. One is resident in Winnipeg-- 
Mr. W.JdJ. McCann, and he is in charge of the op- 
erations from the head of the lakes to the Sask- 
atchewan boundary. I am referring to the far 
poundary. The other man is Mr. W.J. Kraft, who 
appeared before the Commission and answered 
questions. He is divisional manager in charge of 
the operations in British Columbia and Alberta. 

It is one of the company's rules that 
these two gentlemen cannot confer, They are not 
allowed to confer on company problems because if 
we had two divisional managers and one was a 
strong man while the other was weak, and questions 
were directed to them, upon which they conferred, 
you would always get the answer from the strong 
man, and the other fellow would stop thinking, 

And if these fellows answer the questions on their 
own initiative, in that way you discover whether 
or not you have proper management in both 
divisions. 

And so these two gentlemen do not confer. 
And therefore it would be impossible to have what 


Mr. Shelly suggests. Mr. McCann in Winnipeg is 
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responsible for the operations in Saskatoon, and 

he does not know what happens in Vancouver, He 

knows nothing about it. And so Mr, Shelly says, 

"I got the Vancouver paper, and I saw where they 

were going to give a coupon or a credit of $2.50 

for every $20 worth of merchandise purchased, 

over a limited period of time. So I thought I 

would be smart and beat them to the gun, So lI 

advertised in Saskatoon, Seeing it in Vancouver, 

I thought it would be only a little .nile before 

it would be in Saskatoon. So I advertised that 

if any food chain issued that credit slip we would 

double it." And this advertising persisted. 

And, the operations in Saskatoon, not being 

directed from Winnipeg, nobody ever thought of 

the division doing its own thinking, and nobody 

ever thought of issuing that coupon, And so a 

number of our customers began joking about Mr, 

Shelly, and saying, "Well, Mr. Shelly had to wait 

a long time for you to give that credit, so he 

can give credit doubie." And Mr. McKey told me 

at noon that after it had gone on for several 

weeks they thought they had better give Mr, Shelly 

an opportunity to give away double, seeing that 

he had advertised in advance before the snake 

bit him. And so that was the way that happened, 
That is the explanation of that episode. 

He was so very clever in beating us to the gun 

on something that was going to happen in Saskatoon, 

that that is what happened, That is the explanation 


Of 226 
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Now, there is the Money Man, Let us 
talk about this Money Man for a little»while -- 
and I must apologize for taking up your time on 
this thing. “Tt ag not soing tordeal with all of ‘these 
points, I am not going into it very exhaustively. 
If you want me to deal with them all, and if you 
want me to pick holes in Mr, Shelly's operations, 
and to make the same kind of complaints against 
him as he has made against me, then let him 
volunteer to file his brief with this financial 
information, and then fix another day for us 
both to come down here and both to pull each 
other to pieces --~ or build each other up, which- 
ever it happens to be at that time, 

Now, what about this Money Man? I do 
not know that I can put my hands on it, but I 
do not know why he went to so much trouble to 
over-exaggerate the matter, It was the 25th 
anniversary of the company's opening in Calgary, 
and the supplier companies agreed to provide 
this fund. Now, Me, Shelly told you that all 
or some of these supplier companies were companies 
which were associated with Safeway, And Safeway 
went to the Dominion Trade and Industry depart- 
ment in Edmonton, --~ in Calgary -- to inquire if 
there was any harm in this proposal, and they 
were given the go-ahead signal, that nothing was 
wrong with it. 

They said, "Listen to the silver 


quarters." -- Or something like that, 2xcause 
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their twenty-fifth year, their silver anniversary. 
So they said -- well, it was just a chance. You 
knock on the door, like these things you hear over 
the radio, and someone may happen to call and say, 
"Have you been listening to the radio?" In this 
195 9S case, if they happened to call at the door, and 
you had one of these things there, then I guess 
you got 25 cents, That is the way it is explained, 
And for every one of these products you had, you 
got 25 cents. And so Mr, Shelly says that, seeing 
that there were 16 products involved, if anybody 
happened to have the whole 16 of them -- well, 
he is certainly drawing a long bow there -- you 
would give away $4 for $2.79 worth of merchandise, 

Now, I happen to know the amount that 
was obtained in that way. And so on the basis 
of Mr. Shelly's calculation our total merchandise 
sale in connection with the anniversary sale, 
was $697.50 -~ that is, if you figure in Mr, 
Shelly's way, taking the amount that was given 
away, and figuring $2.79, and so on, and so on, 
So, if his figures are right, then we only sold 
$697.50 worth of merchandise. 

But his figures are not right, You 
might as well say this, "I am selling you this 
ticket for a sweepstake, You are going to get 
$25,000 if you win. And I will guarantee that 
you win if you buy this ticket for $1," 

That is the only instance where Mr, 


Shelly went outside the Saskatoon trading area 
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to criticise us. 

Now, I must hurry along, or I will be 
longer than my hour, Mr. Shelly also got worried 
about these peaches and apricots. I have a letter 
here written by Mr, McKey to Mr, McCann, in con- 
nection with the bulletin issued by Mr, Shelly, 


and it states; 


Further to our letter of September 8, 
regarding the above subject, and in answer 
to the questions raised in Mr, McKey's 
letter to you of September 13, we wish to 
comment as follows: 

The Saskatoon purchases of presering 
items for the period in question was not 
any greater in proportion to the previous 
year excepting for a normal anticipated 
sales increase, 

However, with the continuous poor 
weather and road conditions, there was 
a considerable accumulation of case 
fruits which required prompt clearance, 
For this reason, the locations were 
asked to watch carefully for mature con- 
ditition, and instructed to use their 
best discretion to avoid a backlog of 
over-mature fruit which eventually would 
have meant a greater monetary loss to 
the company. 

These instructions were passed on 


to the locations in view of the president's 
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operating bulletin number 176, which 
states that, "merchandise should be re- 
duced to clear while it is still fresh, 
and before it becomes evident that a much 
greater reduction would be necessary should 
the items in question become off oolour." 
We would also like to stress the fact 
that items in question were still in good 
condition, but had reached the stage of 
complete maturity, At the same time, it 
was not our intention to disrupt the prices 
on top quality goods and for that reason 
we maintained our competitive prices in 
advertising, 
We trust the above information will 
enable you to clarify our position in re- 


gard to the Shelly bulletin, 


Now, there is more to it than that, 
I have a copy of a letter here written by a lady 


from Brock, Saskatchewan, as follows: 


Last Thursday I purchased among a 
$16 order one case of peaches, Of which 
there was not one nice peach, These 
looked lovely on the outside but were 
juiceless and sort of stringy and dis- 
coloured inside. You just could not can 
them, and there was no taste, If I had 
been in Saskatoon I would have returned 
them. I feel I should have an adjustment 


on these in ten days. They were California 
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Elbertas, Please reply as soon as pos- 


sible. 


This is the letter from Mr. Smith, -- 
Mr. G.A. Smith --~ who is the produce clerk at 


store number 304 in Saskatoon, as follows: 


196 I9¢ Re inquiry on preserving fruit. prices 

on August 9 and 10, 1954. 

On Monday August 9 I had sold over- 
ripe preserving fruit at reduced prices 
as outlined in distress selling practices. 

On the day in question, August 10, 
1954, there were no reductions whatsoever 
on top quality preserving fruit. The ad- 
vertised prices were strictly adhered to 
in location number 304 on 20th Street. 

In regard to the phone call to our 
Second Avenue store, this is a courtesy 
extended to our customers in order to 


answer their questions fully. 
Anda then the following postscript: 


On August 10, 1954 it was necessary 
to refund the purchase price on some of 
the merchandise which was sold at a reduced 
price in our location on August 9, 1954. 
This was due to the fact that some of the 


fruit was too far gone for good preserving. 


Ana then there was the suggestion that 


at one place -- and this fruit was off colour, 
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As soon as our competitors found out that we 
were selling off-colour fruit -- and the lady 
explained it in her letter, the original of 
which I shall file with the Commission. She 
said that it looked all right on the outside, 
but that when you got into it it was stringy 
and pithy, and all the rest of it. And so Mr, 
Shelly claims in his letter, that the fruit 
looked all right -- that the fruit looked good. 
And this is just what happened. 

There is also the suggestion that we 
sold at one store, and that we took a dollar 
off. Now, -- oh yes, there is the suggestion 
that we were selling it, but if somebody in- 
quired we gave them a lower price. The point 
is that so long as this fruit lasted, and there 
was a little carry-over on the following morning, 
we gave them the two at the reducadprice of 
$5.18. And if they took the good fruit, the 
fruit that was not mature, they paid the 
regular price, 

Now, it is suggested that we were dis- 
criminating among customers, The fact is that 
we were not discriminating among customers. 
People who got the good fruit paid the proper 
price, Some said, "I thought you were selling 
it yesterday at $52" "Sure, we were, Here, 
you can have this. We have some cases left," 

For us to come here and take up the 


time of this Commission -- well, I apologize. 
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I am absolutely ashamed that we should come here 
with these petty things before this Commission, 
Surely to goodness there are bigger issues than 
that in this problem -- larger issues, 

We trie@ to place those issues before 
you when we appeared in Vancouver, And we were 
not representing the Retail Merchants Association 
then, either; we were representing our own op= 
erations, 

And there was one other thing I intended 
to say in regard to some dividends going to the 
United States, -~- which seems to be a crime! Oh, 
we love to get American money up here, or money 
from England! We just love to have them buy our 
products, buy our raw materials! We love this 
money to come up here in order that it will provide 
labour and jobs! Why, we will sell them corner 
lots and try to get great big prices for them, and 
we will sell them all kinds of material, And 
they will carry on for 10 or 12 years and not 
make a nickel. But the minute they start to send 
one dollar out of this country, no matter where-- 
and it seems to be a greater offence to send it 
to the United States than to anywhere else -~ I 
say the very minute, after all this struggle 
and after doing all this, the very minute they 
begin to send one dollar out of the oountry, 
then that is terrible! It is terrible! It is 
money going to the United States! "whereas my 
money? -- Well, I am operating in Saskatoon, 


Mine stays in Saskatoon," 
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197 97 Let him tell us how much stays there, 
what he does with it and all the rest of it, 
and supply the same details as we supplied. 

Now, we are trying to bring gas from 
western Canada to eastern Canada at the moment, 
Where do we go for our financing? Otherwise how 
long would we be waiting for gas in eastern 
Canada? Well, we might be waiting a little 
longer. But the attempt is to finance that in 
the United States. Oh, we do not object to 
American money coming here for all kinds of in- 
vestments, to develop our oil, to develop our 
mines. But once you start something and go 
through the pioneering period, then the minute 
you send one nickel across the country, you are 
an international chain, and you have committed 
a grave offence! That. seems to be the line 
of argument of some people. 

Now, about/this coffee, This’ coffee 
was $1.41. There is a date put upon it, after 
which it must be sent to the warehouse, It must 
be returned to the warehouse because it cannot 
be sold after a certain period. It does not reach 
the company's requirements or the standards of 
freshness. And so it was observed -- and it is 
somebody's job to know these things -- that there 
were 80 cans of coffee in the store at 4 o'clock 
in the afternoon which had to be returned to 
the warehouse next day. And it was explained 


to the customers that the price of this coffee 
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was to be dropped for that afternoon, and to dis- 
pose of it it was dropped from $1.41 to 99 cents, 
That was merchandise that was going out of date, 
All this was explained to the customers. 

Now, I may wish to make a few ob- 
servations on the general situation at some 
later time. I doubt if I would wish to say very 
much, though, Perhaps I shall do so after I 
submit this brief. 

THE CHAIRMAN: Well, if you are going 
into another subject, perhaps we might take a 


short recess, 


ewe— RKHecess. 


--- Upon resuming. 


THE CHAIRMAN: You may proceed, Mr, 
MacAulay. 

MR, MacAULAY: Mr, Chairman and gentle- 
men, Mr. McKey has pointed out to me during the 
adjournment that when I was referring to this 
$2.50 coupon he said the impression might have 
been created that I had referred to the $2.50 
coupon in Vancouver, I was just talking 
about the credit slip, generally, I was not 
suggesting that the credit slip was $2.50 
in Vancouver. I thought I would just make 
that clear, It was a credit slip on a certain 
purchase, but not the same amount as used in 


Saskatoon, 
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THE CHAIRMAN: I think you did say 
it was $2.50; but this explanation makes it 
clear that you are referring to the use of 
the credit slip. 

MR. MacAULAY: Yes. I just wish to 
refer once again to the peaches and apricots. 

We have a letter from Mr. R,.T. Hendy, the head 
produce clerk in Saskatoon written to Mr. McKey. 
There was a suggestion that at one other store 
somebody got a dollar off. 

THE CHATRMAN: A dollar off each 
box, Lf wou boven. two, 

MR, MacAULAY: It was the first person 
who went in and said, "Down town they are getting 
peaches for a dollar less, in your down town 
store.” I might explain that the down town 
store is just about two blocks away from the ware- 
house, and there is more merchandise sent to that 
store than to any of the other stores. How- 


ever, this letter says: 


On Monday, August 9, 1954, prior 
to making the statement regarding the 
Second Avenue store, I had personally 
inspected the fruit in question, and 
found the fruit in anything but top 
quality. 

Rather than have the customer 
leave the location and go down town, I 


offered the customer the preserving 


nA aot Hast ‘ iy 
a on by ‘ ie 
sefitent. Hot Peres ferKe 





nieve’ Sav odd oF gotrision os se ou tga? wgpte’ aoe 


ry { , re. 
i. ¢ ' a2 a ¥ 7 
ihe Pry & 
ity ul Ake 7255 } 7 i 
ht if v ; ‘ 
mires f ‘ 
" > . ip cae = $ vhs 
ihe r ta ’ 
Ks BS A MARL oak |) hp BASED Paw SO TRG 
‘ 
‘teen Fe - ‘ ‘ yo eee * sti a ees ae me © 
a os } vpe a n Giav ts ThiSRe Off Bo269 
} 
le 
sit opal ‘ rr : re 
r i sia >» ¥ A, wy ao b . i ind Toy, ! gf S y BS ai 
| 1 ; ,\ 
‘ ied ‘ + - Py "7 ‘ he 
y + - é \ wih a¥ 3 wis 1m 1 Pe pee VORIO 
5 ; 
: 2m oy : ” ++ mais *e ma j ee je f 
. ‘Gd i NYO ¢ ec? oly ori | Sit oto 


. + 
’ ’ il Wiioe é e Loade 4 & 
: 
i 
é 
i ; ’ ~% *¢ iy q 
| me i+ pms J YY -—* hah 
' 
, “a + ’ ” 
i eget y feu! f 
' ro on. ‘ oh twee eel 
yt al 
Pa 
‘ 
‘ i 7 ’ ~~. ~ 
‘ 4 » ~ iJ ; : 
Q } i A « boat ra ¥ 
. 
Me 
ia} Sea OE ny i. q = at in 
ey. eee ape ; t ie} ir nok 
a at 
my 
iW i e oral vt i 
bey i * , ; me 
ft ( ‘ i FP a. oe j y - grr ine oe 
' or ty the ‘>, met ad 
, 
; *s ‘ a » * z ‘ 4 
‘ , ‘e z 
: ae Rye. im | 
( 
4 t 
- * eS 7 * > : oO ! 
j ‘ t i = 
l Qsbelt : : Mm Bs , wD Pens 
i on i : ‘ 
» j + ‘ fyes yor, * 
‘ ai Pi wl ik a ‘wt Me 
cd 
i ' - . 
i ie i "3 Gah . 
we : 
: 
i » fe 
} , 1 43 i} ‘ 
a vay Pa ee ia: (GA 
. 
‘ ? , " « ore ff F en 
| S35 aU : @: ae Bn od 
* ¥ ’ b i 
7 5th: : en \ ny 1 
ts , } ‘ ek | BIE EOS EIS Z 
é 
; Pipi ie | ; 7T% MM Was - 
b ¥ Wed 4 all * A. tie oe he r ~ and 





Pie : ‘a Di Sy ch 15 Set rT ai tr nee f t { i ae ie 
’ Vii G4toes 5D ay efit iiieh- TLD d? bb ToL 


y ' , 4 





198 


~ 4e74 - Mr. MacAulay 


fruit at one dollar off. Because. the 
location manager was out for lunch and 

I was not able to discuss the matter with 
him, I took the matter into my own hands, 
However, upon the location manager's return, 
I took the matter up with him and we found 
it necessary to reduce the fruit in order 
to chear 1b dna hurry, 

At no time was top quality merchandise 
reduced to the prices we were selling dis- 
tress preserving fruit. 

To substantiate our decision to reduce 
the prices of mature fruit, That the fruit 
in question which was sold at reduced 
prices was not of preserving keeping 
quality, it was necessary to refund several 
customers the prices paid for this fruit 
on the grounds that their claim was that 
"This fruit when I started to prepare it 
for preserving was in such a state that 


it was useless to preserve." 


And then Mr, Shelly said that we were 


seeking merchandise from other sources. Mr, Me 


Key gives me this note: 


Mr, Wilson, produce supply manager, 
does phone all competitive wholesale houses 
for information on quality and movement, 

When I questioned Mr, Wilson regarding 
requesting other wholesale for supplies on 


the weekend, he stated that this was not 
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the case. At the time in question Mr, 
Wilson had approximately 800 to 1,000 


cases in storage. 


And so I. just wish to clear up those 
two points, too, 


Then, may I offer the following: 


The principal submission of Canada 
Safeway Limited to the Commission was 
made at the public hearing in Vancouver 
on duly 6,°1954. AU the time of ‘that 
submission, the Commission requested the 
Company's views and comments on certain 
specific matters, 

Canada Safeway Limited is pleased 
to present to the Commission its views 
and comments on the certain specific 
matters regarding which the Commission 
at that time directed inquiry to the 
Company. Accordingly, the present sub- 
mission is limited to matters regarding 
which specific questions were asked at 


the said public hearing, 


SAFEWAY IS OPPOSED TO THE PROPOSAL SUPMITTED 

TO THE COMMISSION AT SASKATOON ON JUNE 29, 

1954, ON BEHALF OF THE RETAIL MERCHANTS 

ASSOCIATION OF CANADA AND AFFILIATED 
ORGANIZATIONS, 


The proposed formula provided that any 
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grocer (for convenicnce called A) shall 
have the right to insist that any other 
grocer (for convenience called B) sell to 
him up to $300 worth of any grocery item 
at a discount of 10 per cent below the 
retail selling price of B. For a very 
limited list of specified items, the re- 
quired wholesale discount is set at 5 per 
cent below B's retail price, rather than 
10 per cent below, Such forced sales need 
not be made under special circumstances, 
as for instance where old stocks are being 
cleared out at temporarily low prices. 
Failure to make required sales makes the 
offending retailer liable for stiff in- 
demnity payments to any retailers whose 
orders he does not fill. 

The simple economics of this situation 
from the standpoint of A, the buyer, are 
that whenever 10 per cent off B's retail 
store price will produce a buying price 
for A that is lower than the price A has 
to pay through normal channels of pro- 
curement, it will probably be an advantage 
Lo A toi Duy Drom B. 

Some of the possible and probable 
effects of enacting into law such a man- 


datory sales formula are as follows: 


(1) The effect most objectionable 


from the standpoint of the public interest 
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is that it would force all food items 
(except those very few items on the 5 per 
cent list) to sell at markups that will 
yield something in excess of 10 per cent 
to the retailer, 

A large number of important foods now 
sell for markups of between 5 and 10 per 
cent. Examples are set forth in the sub- 
mission previously made by Safeway to the 
Commission, These items would, by reason 
of the operation of the formula, be forced 
above the 10 per cent markup levels -- at 
an annual cost of millions of dollars to 
Canadian housewives. Essential foods, 
particularly, tend to fall in the lower 
markup categories, and hence would be most 
affected by the proposed formula. 

Such a formula would force up the 
price of low markup items in the following 
manner, Fast-emoving item X, for example, 
which ordinarily retails at 25 cents, and 
which costs 23-1/2 cents, yields a 6 per 
cent markup. If the retailer selling for 
25 cents were required under the new 
formula to sell to other retailers for 10 
per cent less than the 25 cent retail 
price, he would have to sell to them at 
2-1/2 cents less than 25 cents -- in other 
words, at 22-1/2 cents, Yet the first 


retailer pays 23-1/2 cents for item X, 
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In effect, he would be faced with having 
to sell to his competitors at a loss. The 
only alternative to selling at a loss would 
be to raise his retail prices to his 
customers by a couple of cents. This is 
the exact effect which the formula is 
designed to bring about, 

Since expense would be involved in 
making sales to competitors, or in pro- 
curing merchandise to be made available to 
competitors, it would be necessary for re- 
tailers to price at levels somewhat bigher 
than those required to yield a 10 per cent 
markup in order to cover procurement costs 
as well. 

No retailer could afford to be con- 
stantly faced with the necessity of selling 
merchandise to competitors below his cost 
price, Accordingly, he would be forced 
to adjust his selling prices to a level 
sufficiently high to eliminate any at- 
traction to his competitors to take such 
action, The result would be increased 
prices to consumers. 

(2) The formula would result in 
placing a penalty on efficient buying. 

It would force those who buy merchandise 
efficiently to subsidise those who buy in- 
efficiently. 


For instance, carload quantities are 


= ee a od ote ting 


wt oltieL tava ‘abies, ow of dnaprediones Snes. | 


se vn <yisyavogn os Bawowr ot ‘tol Wsques 


| waets.tet dediveancg whove lds ont ov atetias 7 
doe ‘meg DE s # peony, or ‘horton. saad. aat nf 


62300 Papen Moves a obras at 


) oe ey 


“08, Od oo beote Akveo onteden oh 


BELLO SB IY Lendpast atto st be boost ‘uanete 


Taw: ‘gir woted: wrath s ee ot satoetsdertes 


LAOTOT ad Bio’ oft, _eGlgiiaigoe conta : 
Paved. 2 00 aoa) gekiloe ein touths ot | 


rh ee ‘ort hee e stgaat YiaukoLttvs 
a ee wage eat 





| RRS ARA we phnsow 3 sana ‘ott sagkinp Bs 
| sdronvenoy oe ooodaa 


‘a ‘Mirage pbb, atierset ot ey 
pele Pit hod ee, aa notes, & gatoate 





38 ae pt onééese , 





oT ~ Mr, MacAulay 


generally the most efficient method of 
buying because they involve a minimum of 
handling and transportation costs, Under 
the proposed formula, any retailer buying 
in carload lots could be required to sell 
to any other retailer, in any quantity, 
however small (such as a half case at a 
time) at the carload price, As an example, 
retailer X buys an item in carload lots 

at a price that amounts to 9 cents a can, 
and resells to consumers at 10 cents, 
giving a 10 per cent markup. Any other 
retailer would be entitled to present an 
order to retailer X for half-case only and 
demand and receive the carload buying price! 
In addition retailer X will be out of 
pocket the cost of buying, and shipping 

to his warehouse or store, 

It is apparent that if the formula 
were placed in operation, efficient retailers 
would be forced to subsidize the inefficicnt.- 
all at the ultimate expense of the buying 
public. 

(3) It is obvious that this formula 
would expose any grocer selling at low 
markups to constant harassment by com- 
petitors demanding that their orders for 
purchase be filled. In effect, this formula 
could be converted into a convenient device 
by which groups of retailers could dominate 


the market by buying up supplies of groceries 
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that they might consider as selling 

at prices that were too low. They need 
not confine their price-raising purchases 
to items selling below the 10 per cent 
markup level, Since no one grocer ever 
handles more than a fraction of the sup- 
plies in a market, it would be relatively 
easy for large groups of grocers to or- 
ganize openly or tacitly and carry out 
private retail food price maintenance pro- 


grams at any level they thought feasible. 


THE CHAIRMAN: Do you think that 
might possibly come under Section 2 of the Combines 
Investigation Act? 

MR, MacAULAY: I think it would, yes. 
My friend mentioned a little while ago Western 
Grocers, which owns a chain of its own, and then 
supplies voluntary chains, They could send word 
around to all their own stores, and to all their 
members of their voluntary buying group, and 
descend upon this party. And if it was $300 
worth of merchandise, they would buy in $5- 
lots and each person could make 60 trips in 
before he got his $300 worth, They would crowd 
the fellow out of his store, no matter who he 
happened to be. But I do think it would come 
is 

THE CHAIRMAN: It might come under 
that, 


MR, MacAULAY: Yes. Then: 
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(4) The formula lends itself to being 
used as a device for serious abuse. For 
instance, no minimum is fixed on the amount 
that must be purchased. Anyone with a 
retail food license could go to any other 
retailer and demand that he be sold as 
little as a dollar's worth -- or even less -- 
of any item in the store at a wholesale 
discount of 10 per cent, It would be ex- 
tremely costly for a retailer to fill 100 
or more orders a day for only a dollar 
apiece -- all at a 10 per cent discount, 
Moreover, there is no limit to the number 
of repeat orders. If abused in this manner, 
as is quite possible, the formula could 
become a highly retrograde step in the 
retailing field. 

(5) The formula is a monopolistic 
device that would encourage concerted action 
by groups of retailers to force all other 
retailers into observing privately pre- 
scribed markups. The mere threat to a 
given retailer that all other retailers 
would send in a small purchase orders 
might well be sufficient to make it an 
adequate weapon by which organized grocers 
could privately dominate and control prices 
in their field of retailing. 

(6) The formula would be extremely 
difficult to enforce legally, and could 


lead to extensive litigation. 
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Conclusions. 


The proposal assumes that there is 
some loss leader selling in Canada that 
needs to be corrected by legislation, Such 
is not the case in food retailing. Loss 
leadering is so insignificant in food re- 
tailing that out of upward of 10,000 
classes of food items sold daily through- 
out Canada, those items alleged to be 
selling at loss leader markups as reported 
by the Director of Investigation and 
Research, number only 29, Safeway sub- 
mits there isn't any significant loss 
leader selling situation that requires 


correction by legislative action. 


I was relying upon the Director's 
report when I gave the information in Vancouver. 
And more than that, I intended to say, when I 
was talking about Safeway and MacDonald's, 
that that situation is also referred to in the 
Director's report. There is nothing new about 
that, And since it was in the Director's report, 
there ig no need to incorporate it in any brief 


here, Then, to continue: 


The formula indicates that it is aimed 
at climinating loss leader selling. How- 
ever, the principal result would appear to 
be to give organized retailers power to 


force other retailers to raise prices to 
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at least the 10 per cent markup level, for 

all except the very few 5 per cent items. 
Safeway submits that the proposed 

formula is a monopolistic device designed 

to raise prices for the benefit of in- 

efficient food retailers and at the expense 

of the consuming public. Safeway recommends 


that the proposal be rejected, 


I was very much impressed by the in- 
formation asked with regard to private brands -- 
would that apply to private brands, too? People 
who have private brands go to a lot of expense to 
develop those brands. And to perfect a private 
brand on well, if anybody can come along and take 
that off their shelves, they cease to be private 
brands, and that would be also a retrograde step 
in the food industry, in my opinion, 

I have absolutely no guarrel with the 
independent merchant, I think I said in Vancouver 
that at different inquiries that were held, the 
bread inguiry and the milk inquiry in Winnipeg, 
there were a number of independent merchants who 
came along and complained about this and that, 
But there was also that type of independent 
merchant who came along and slapped himself on 
the chest and said, “I will compete with any 
chain store you want to produce. I do all the 
things I should do, I do not lose substantial 
amounts by giving credit, I take inventories. 


I know where I stand; and, so far as I am 
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concerned, I have the personal touch, because I 
am there myself." 

And so I say I have no quarrel with 
the individual independent merchant, But I 
also made the statement 4n Vancouver, when the 
question was being discussed, if an independent 
merchant who is isolated reduces the price of 
goods in his store, is Safeway going to meet 
that price, based on its policy of meeting all 
competition? And Mr, Kraft gave an answer to 
that, “He-said, “No, if it is an Isolated case, 
we will give him a little time to get his price 
back up. But if he does not, we will meet his 
price in the store in close proximity. And then 
if it spreads to four or five places, then we 
are going to meet the price, because it has be- 
come general," 

Now, the question was asked me about 
gome of the reasons why we did not favour legislation 
of this nature or of that nature, And I said 
because -~ and this is no reflection upon the 
independent merchant at all -- I said it was be- 
cause there was a tendency to enforce the law 
against the big fellow, but not to enforce it 
against the smaller fellow. If Safeway is 
carrying on business in a large store on a main 
street, where the traffic count is high, and 
Safeway is open, contrary to the early closing 
by-law -- well they are open about half an hour 
pefore they are visited by a policeman, and they 


get a summons. But the independent merchant, 
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he may be on the side street, and he can be open 
without being touched, 

As I say, I have no quarrel with the in- 
dependent merchant, But, I think these laws 
are apt to be enforced in those things against 
the fellow who is bigger and not enforced against 
the fellow who is smaller. But supposing an in- 
dependent merchant advertises a price in the 
circumstances which I have related, and you go 
to buy $300 worth of merchandise from him. This 
is a smaller independent merchant, we will say, 
who is pursuing perhaps on one or two articles 
some loss leader tactics, and you are going to 
Gv Ys CO eure hime, Vw evou, say, 7 ALL riche, 
now, I want my $300 worth of merchandise" -- 
and the other fellow does the same thing. What 
chance in the world have you got of getting it, 
or when are you going to get it? I submit from 
that standpoint the formula is not practical, 
and it just would not work, I repeat that it just 
would not work, 

Now, at the last count I believe there 
were 775 retail merchants in Winnipeg retail food 
stores. I believe that was the figure I gave to 
the Commission the last time, Out of those in 
greater Winnipeg there are possibly -- Oh I should 
say, perhaps 75 chain stores. Safeway has 41, 
and then there is Jewel, and Shop-Easy -- perhaps 
there are not as many as 75 altogether. And then 


all the rest are indepandent stores. 
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I say that I would not attack an is- 

olated independent who was making a low price, 

But I would watch it -- that is, I am not 

watching it, personally; I mean that our employees 
would watch it. And then if it continued we would 
reduce the price in the store in close proximity, 
But if it began spreading, not only on that item-- 
put if this independent merchant sells this item, 
and if you are not competitive with this one on 
this item, and this one on that item, and this 

one on the other item, then the first thing you 
know you might have 35 independent merchants, 

all of whom are selling a different commodity 

at a lower price than you are, 

The first thing you know -- well, you 
say, "Oh well, you don't need to be too vorried about 
the little fellow, you don't need to pay too much 
attention to him,” But, the first thing you 
know your customers come in and they tell you, and you 
lose your competitive position, and you are on 
the way out, 

And so this formula would have to be 
applied against the independent merchant, to keep 
this one from lowering the price on this item. 

And then if you had 35 or them w= Whats hope! 

Just suppose that five people came in-- 
suppose that 50 people came in and asked for $300 
worth of merchandise. That would be $1,800 worth 
of merchandise. They would have to pay cash, of 


course. How in the world could the thing be 
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serviced? How would entries in the books be 
made? Why, they just do not have the staff to 
do all these things. 

And so it is my submission that the 
formula is absolutely impractical, for the 
reasons mentioned in this brief, and the reasons 
which have been elicited as a result of the dies 
cussions in the presentation of the brief. 


Thens 


COMPARISON BETWEEN INCREASES IN PRICE OF FLUID 
MILK AND INCREASES OF SAFEWAY SALES OF CANNED 
AND POWDERED MILK IN WINNIPEG AND VANCOUVER, 


At the hearing before the Commission 
in Vancouver on July 6th, Safeway was 
asked (transcript Page 2902) as to whether 
the increases in the sales of canned and 
powdered milk in Winnipeg following increases 
in the price of fluid milk, corresponded 
proportionately to such increases in Van- 
couver following increases there in the 
price of fluid milk, 

The attached statement, setting forth 
evaporated and powdered milk sales by 
Safeway from its Vancouver warehouse, shows 
the very substantial increase in such sales 
which took place following the increase in 
the store price of fluid milk as fixed by 
the Milk Board from 19 cents to 22 cents 
in October, 1951, Although the price of 
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milk in Winnipeg during this period never 
increased more than one cent at any one 
time (as compared with the 3 cent increase 
in Vancouver in October, 1951), the fol- 
lowing statement for sales of canned and 
powdered milk in the Winnipeg zone shows 
that as the price of fluid milk increased 
in Wimmipeg, sales of canned and powdered 


milk there have also increased substantially. 


SALE OF CANNED AND POWDERED MILK - 1950 to 1953 - 
WINNIPEG ZONE 


12 WEEK PERIOD CANNED MILK POWDERED MILK SAFEWAY'!S SELLING 
ENDING IN POUNDS IN POUNDS PRICE - FLUID MILK 

March 25, 1950 291,648 1,440 16¢ 

June 17, 1950 359,136 1,296 

September 9, 1950 284 , 352 Le L76 17¢ (Sept.16/50) 

December 30, 1950 406,896 1,848 

March 24, 1951 313,248 4584 18¢ (April 1/51) 

June 16, 1951 324,960 9,972 

September 8, 1951 323,184 £3536 

December 29, 1951 451,536 9,516 

March 22nd, 1952 319,200 9,348 

June l4th, 1952 334,080 11,496 

September 6, 1952 286,992 9,600 

December 27, 1952 485,136 14,292 

March 21, 1953 338,688 7,848 

dune 13, 1953 320,976 10,452 

September 5, 1953 292,800 8,916 19¢ (Oct. 7/53) 

January 2nd, 1954 448,848 12,072 
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EVAPORATED AND POWDERED MILK SALES BY PERIODS 
VANCOUVER WAREHOUSE 


L950) 80 55 


SAFEWAY'S SEL- 


LING PRICE 
FLUID MILK AS 
FIXED BY 
EVAPORATED MILK POWDERED MILK MILK BOARD 
1950 
Ist 12-week period 961,632 lbs. 1.O32. DS) fot Comey 
end 12-week period 691,312 lbs. 1,488 lbs. 17¢ qt. 
3rd 12-week period B32. O00 “Lbs, 1,012. 1a L7e a, 
4th 16-week period 919,968 lbs. 8,316 lbs.Nov.19¢ qt. 
35604,992 Jba. |. 23,248) lbe. 
1951 
Ist 12-week period 838,224 lbs. 7 092 ibs. 19¢ qt. 
end 12-week period 691,056 lbs. 12,684 lbs. 19¢ qt. 
3rd le-week period 1,038,960 Lbs. 27,900 lbs. 19¢ qt. 
4th 16-week period Lipo oC0. LOS. 71,988 lbs.Oct,22¢ qt. 
3,936,576 Ls 119,664 lbs. 
1952 
Ist 12-week period 974,736 lbs. OT sho. LOS. 22¢ qt. 
end 12-week period 866,256 lbs. 34,104 lbs,Apr2ld qt. 
ou 
3rd 12-week period 941,472 lbs. 32,044 lbs. 21d au, 
4th 16-week period Les0ey (oor ibs. Wi 21e 1 pes OT eirdw, 
4,085,232 lbs, 145,076 lbs. 
1953 ) 
Ist 12-week period 1,057 ,000° lbs. 34,648 lbs. Algo gu, 
2nd 12-week period 1,010,256. ibe. bOF(esibs.., e2i¢oqu. 
3rd 12-week period 986,544 lbs. 37,2604 lbs. 21g qt. 
4th 16-week period 1,390,464 lbs. 40,196 lbs.Oct20¢ qt.(Re- 


4444, O44 Ibs. 


162,580 


lbs. 
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You will see that in 1950 and 1951 
while there was an increase of three cents in 
the price of fluid milk, there was an increase 
in the sales of powdered milk from 13,000 pounds 
to 119,000 pounds. And then in 1952 it went to 
145,000 pounds, and in 1943 to 162,580 pounds, 

All of this is respectfully submitted, 

Then, I submitted the other information 
in a letter, not as part of the brief, because 
it was not requested on the hearing, It was 
supplementary information required later by 
letter, and it is before the Commission, If 
you wish me to read it, I will; but it was sent 
ay, 

THE CHAIRMAN: I do not think it is 
necessary to read it. We have it on file. It 
was simply some supplementary information asked 
For. 

MR, MacAULAY: Yes, it is very short, 

Now, I would just like to say one 
word about this formula. As the discussion 
proceeded yesterday it appeared that certain 
things would have to be exempted. To be fair, 
if you are going to exempt private brands, you 
would have to exempt perishables. That would 
be fruits and vegetables. I do not know how 
it would apply to fresh meats, I do not know 
how the formula could be applied to fresh 
meats, 

You could say, "You sold a certain 


roast below cost; you must come across and 
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give me $300 worth of a similar roast." Who in 
the world could do that? Most of these stores 
would not have many carcasses. They would have 

to go to the packing house, and they would have 

to be sure to get the same kind of roast. And, to 
use a term that was mentioned yesterday, there 
could be a little juggling done there. 

And then, these items that sell at 
perhaps not more than 6 per cent ae: 6 to 10 per 
cent -- which would be in the 6 to 10 per cent 
category mee tea, coffee, sugar ay the items that 
were referred to in the brief as having a traditionally 
low markup. Well, perhaps you would have to change 
your formula there, It has been suggested that 
perhaps the 5 per cent formula would apply to 
those, But what do you do about milk? Do you 
exempt milk, too? I think before you got through 
with your exemptions you would not have a terrible 
lot left, 

Now, I had intended to make comment with 


what appears at page 17 of Mr. shelly's brief -- 


We respectfully caution the Commission 
against accepting markups shown in Safeway 
schedules as being reasonable, representative 


or typical, 


That is one of the statements that has 
prompted me to say, "Well, perhaps we should have 
Mr, Shelly's figures, the same as ours, so that 


we could get markups which were "reasonable, 
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representative and typical," 

Now, Mr, Chairman, you will recall 
that we were asked to supply the Commission with 
certain information, It was pursuant to that 
request that we filed our bricf, and made our 
presentation in Vancouver in an endeavour to 
assist the Commission, And I did not think that 
in acting upon the Commission's request that 
we were going to have a brief presented in 
apparent criticism, such as we have heard, 

There are a few things in Mr. Shelly's 


brief I would like to comment upon, It says: 


Loss leadering in central Canada is 
a matter of operating policy. If we seem 
to dwell a lot on the Safeway brief it is 
because we find areas of agreement as well 
as certain areas of difference, I make no 


attempt at keeping competitive -- 


and now Mr. Shelly is talking about a man he 


spoke to -- 


I make no attempt at keeping com- 
petitive across the board, and despite 
my loss on loss leaders, I come out with 


a satisfactory and profitable gross. 


Then he says: 
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We got on the subject of the Saskatoon 
hearing, and he in effect said to me, "The 
rapid growth and increased profits in my 
company can pe attributed to loss leader 
selling. I usually pick about four good 
items - a key meat item, a key produce 
item and a couple of good grocery items, 
cut the heart out of them, and keep pulling 
in more and more people into our store. I 
make no attempt .at keeping competitive 
across the board, Despite my loss on loss 
leaders I come out with a satisfactory 
and profitable gross." Now, this operator 
is frank and above board about his loss 
leader selling. And he makes no bones 
about admitting that he takes up the loss © 


taken on loss leader sales on other items, 


I say that that fellow is anything but 


frank and above board; and I say that it was the 


duty of Mr, Shelly to give the name of that fellow, 


And then, if he was as frank and above board as 
Me. Shelly says, we would know Tot sid eniuDe. = 
forming a duty and attempting to assist the 
Commission, if the name of that person were 
given to the Commission, in confidence, the 
Commission might get a lot of assistance om this 
problem by just directing a little note to this 
particular operator and saying, "Now, I suggest 


that you file a brief, and tell me how you run 
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your operations." But so long as this fellow remains 
incognito, I cannot see where the frankness or the 
above-boardness comes in -- because it is anything 
else but, 

Now, I think I have just about finished, 

Mr, Chairman, unless you decide that 
you would like to ask Mr, Shelly to prepare a 
prief, and in respect of which I could make my 
comments, or unless you wish a detailed reply to 
this brief of Mr. Shelly's ms and I suggest that 
it should be double-barrelled bas or if you feel 
that there is anything in this document in respect 
of which you would like to hear from safeway, 
then I will be glad to get the information for 
you, when I can contact persons who can give it 
to you. But at the moment that is our submission, 
I thank you, 

THE CHAIRMAN: Then, do you have some 
questions, Mr. Gerin-La joie? 

MR. GERIN-LAJOIE: sey have only a couple 
of questions, I would refer you, Mr, MacAulay, 
to page 3 of your brief, where you state that 
the proposed formula would force those who 
pought merchandise efficiently to subsidize 
those who buy inefficiently. Do you think 
that there might also be a tendency for 
aggressive buyers to reduce that pressure to 
obtain lower prices from suppliers, since they 
woulda have to show any price reduction that 


might obtain with other buyers? 
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MR, MacAULAY: That is possible, yes. 

MR, GERIN-LAJOIE: Would you attach 
any significance to such a danger? 

MR, MacAULAY: Well now, would you 
mind repeating that? You read that pretty 
quickly, Would you let me hear that again? 

MR, GERIN-LAJOIE: TI wonder if you 
think that there might be any tendency for 
ageressive buyers to be less aggressive in the 
future in their buying bargains if they had to 
share their bargains, if you call them such, 

MR, MacAULAY: Yes, conceivably that 
is a distinct possibility. Nobody is much ue 
terested in carning money for the other fellow. 

MR, GERIN-LAJOIE: Now another small 
point which you might clarify. At page 4 of 
your brief, the third objection, you say, in 


part: 


In effect, this formula could be 
converted into a convenient device by 
which groups of retailers could dominate 
the market by buying up supplies of 
groceries that they might consider as 


selling at prices that were too low. 


Now, perhaps you would clarify that, 
And I had this question, originally -- and 
what I would like you to tell me is in oo 
nection with section 4, where you state that 


since no minimum purchase is required, and 
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since there is no limit on repeat order, it could 
be used as a method of harassing competitors, 
Could not a clause be introduced to deal with such 
a situation? 

MR, MacAULAY: Yes; I think you could 
say that there could not be any repeat order, 
and that the purchasing merchant had to make is 
his mind right off the bat how much he was going 
to buy. But then, that would olace the respon- 
sibility upon the fellow who was selling to keep 
track of everybody who purchased from him, That 
is, he would have to have a pretty complete 
record before he knew that a certain order was 
a repeat, 

THE CHAIRMAN: And anticipating quite 
a {ou., Or Orders. 

MR. MacAULAY: Yes, anticipating quite 
alot of orders. 

THE CHAIRMAN: If there were only four 
or five orders there would not be much difficulty. 
MR, MacAULAY: That is right, 

MR, GERIN-LAJOIE: Would you have the 
same objection to the formula if the reduction 
were, let us cay, 5 per cent instead of 10 per 
cent -- 5 per cent of every item, Do you think 
it would be less reprehensible, in other words, 
in your vicw? 

MR, MacAULAY: No, I think the formula 
is reprehensible, no matter what Che TLeure, 1a, 


It is impractical, for all the rcasons I have given, 
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MR, GERIN-LAJOIE: Because in such a 
situation, of course, the sharing of profits 
would be lesser, 

MR, MacAULAY: That is right, that 
is right, But I do not think the thing would 
work. You might say that it would be less 
reprehensible, yes, if it were 5 per cent, You 
could say that, But that is without prejudice 
to my point, that it is not practical, at all, 
And you would run into the same difficulty as 
I mentioned with the independent merchant, that 
you might not be able to get supplies. 

MR, GERIN-LAJOIE: Thank you very much, 
Mr, MacAulay. 

THE CHAIRMAN: I think that completes 
the questioning of Mr. MacAulay, and his pres- 


entation, 
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REPRESENTATIONS : 
Province of Quebec Wholesale Grocers 
Association: 


Represented by: 
Me, Aime Boisvert, Secrcetary-Manager,. 


THE CHAIRMAN: Would you please give us 
your name and your position, 

MR, BOISVERT: My name is Aime Boisvert, 
and I am secretary-manager of the Province of 
rucbee Wholesale Grocers Association, Incorporated. 

THE CHAIRMAN: Yes, you may proceed, 

MR. BOISVERT: Mr. Chairman and gentvle- 
men of the Board, first of all may I extend my 
thanks to you for the courtesy that has been 
extended to me in your willingness to sit beyond 
the normal sitting hours, I thank you very much 
for that, 


Our submission is as follows: 


In submitting the present bricf, this 
Association would have liked to follow 
faithfully the plan suggested by your 
circular letter of March 26, 1954, This 
has not appeared expedient under the scope 
of our operations and in view of the 
particular type of operations conducted 
by its members. 

Nevertheless, the situation arising 
out of loss lcader selling gives us matter 
for considerable concern, Foremost in our 


minds, is the fate of our retail partners 
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in business, and of our colleagues of the 
Candy and Tobacco wholesale business. 
Many of the wholesale grocers in the Province 
of Quebec are personally engaged in the 
tobacco business. 

Any deterioration in the position of 
the independent retail grocer is immediately 
felt by his supplying wholesaler. And the 
present precarious position of the Whole- 
sale candy and tobacco jobber is, to our 
eyes, a picture of what might be the whole- 
sale grocer's lot in the long run. iy tact, 
the wholesale grocer owes a temporarily 
safer position to the extremely varicd 
assortment of his stocks and also to the 
proad geographical coverage of his operations. 

Like you, we are mindful of the fact 
that in considering a business problem or a 
solution of the matter under examination, 
or a legislative measure affecting business, 
free competition must be the keynote of the 
business world we want as our own: Freedom 
of access to the best possible HrLeesrwos 
the consuming public; freedom of action for 
people in industry or commerce and finally, 
freedom of access to enterprise FOR ALL, an 
a population among which talents and 
resources are necessarily -- and normally -- 
guite unevenly distributed. 

The wholesalers of our association 


find it proper that Governments should 
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interfere, in the name of public interest, 
to ensure a just exercise of freedom, 

when the exercise of that freedom by a few 
is contrary to, or imperils, the freedom 
of others. 

This theoretical outlook could take 
us very far afield, and we are using it 
only to indicate our intention of looking 
at the matter of loss leader selling as 
objectively as we shall know how. Needicss 
to say that we shall not attempt to define 
what, to us, would represent an ideally 
equitable distribution of "resources, 
talonts or opportunity"! But we should 
like to humbly submit the following con- 


siderations. 
DEFINITION OF LOSS LEADER SELLING. 


While it might be possible, in respect 
of certain articles of sale, to agree on an 
arbitrary definition, a general satisfactory 
definition appears practically impossible. 
So it appears, at least, from the report 
published by this Board in connection with 


its last Loss Leader investigation, 
RESULTS OF LOSS LEADERING. 


Besides the grave disturbances imposed 


upon industry and commerce by loss leader 
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practices, especially as they have been 
illustrated in a brief submitted by the 
Canadian General Electric Co. Lud ywon 

June 3rd 1954, loss leaders have a property 
which should deserve government attention 
in the same degree as incorrect weights 

and measures or other comparable practices. 
We quote in part, an editorial article 
from “Commerce-Montreal", official organ 
of the Montreal Chamber of Commerce, which, 
on June 8, 1953, wondered if: "st would 
not be in order to deny a dealer, the 

right to induce consumers into believing, 
through loss-leaders, THAT WHICH IS NOT, 
According to a concensus of opinions 
representative of all types of business, 
loss leaders lead the consumer into be- 
lieving that EVERYTHING can be had at low 
prices where they are practiced. Op- 
erating results of the businesses indicate 
the contrary." 

Another opinion extracted from a 
bulletin of the Georgia Wholesale Grocers! 
Association, Sept. 8, 1953 went like this: 
"HOW DOES PRICE JUGGLING HURT THE CON- 
SUMER? It traps the consumer into buying 
unknown, over-priced merchandise. It 
destroys the consumer's confidence in 
the value of established trade-marks. 


It seeks to put the consumer at the mercy 
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of giant retail monopolies, once the 
competition of small business is destroyed. 
And, by weakening the small business economy, 
it operates against the general public in- 
terest." 

The same bulletin went on: HOW DOES 
PRICE-JUGGLING HURT THE MANUFACTURER? In 
two ways: It cheapens one of his most 
valuable assets, his trade-mark, the symbol 
of his good reputation, 

When his trade-marked product is made 
a price football customers think its quality 
slipping or that it was originally over- 
priced, Price-Juggling also plays havoc 
with a manufacturer's distribution system-- 
the net work of stores, small, medium and 
big, which bring his product to the mass 
market, Small retailers will drop a 
price-footballed brand rather than sell it 
at a loss. This leads to falling sales 
and cuts in production and employment. To 
prevent this kind of havoc, various forms 
of resale price maintenance are used, in- 
cluding fair trade." 

Our wholesalers have no intention of 
advocating fair trade just now. We have 
wanted to show that abroad, as at home, 
we find the same eagerness for a fair and 
equitable allotment of the advantages or 


implements without which business cannot 
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be conducted on a really free basis, We 
would also like to submit that although 

a complete freedom of action may prove a 
precious advantage to some, acccss to 
enterprise =- and the resulting benefits-- 
is a pasic indisputable right, That right 
is PUBLIC PROPERTY. 

We believe that under business conditions 
where there exists too wide a discrepancy 
between the means and opportunities of a 
group in respect of those of others, in the 
matter of pricing, business can only evolve 
towards dangerous centralization, Wherein 
the general public stands to lose its ex- 
tremely valuable piece of PUBLIC PROPERTY ; 
its right of access to small business. And 
we fail to know how one can ever hope to 
go into medium or large business before first 
making a successful entry into small business. 
There is far more, among the hundreds of 
thousands of small, medium and large re- 
tailers of North America, than just a vast 
assortment of operators of all calibers and 
talent, These thousands of small businesses 
are the very symbol of the freedom of acccss 
to enterprise. They represent the free 
choice between a business and a salary. 

They represent the future medium and big 
businesses and are a guarantee against 
the possible monopoly situation that could 


very well arise out of undue discrepancies 
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in the matter of pricing. 

The access of those thousands to 
small business, and their chances of success 
therein, are naturally dependent upon the 
opportunities that pricing conditions will 


afford. 
REASON FOR PRESENT SITUATION, 


In good part, the surge in loss leader 
practices of recent years is due to Section 
34 of the Combines Investigation eter This 
prohibits the establishment of fixed resale 
prices by agreement or otherwise among 
"acalers" as they are defined in the Act, 
This, with a view to making for a freer 
exercise of the business function, than 
was possible prior to db5e6 

We find, according to results re-~ 
ported in many of the submissions made to 
this Board, that Section 34 simply denies 
to some manufacturers, the right to exercise 
a (generally sound) surveillance over the 
sale of their products, and makes it pos- 
sible through business practices which are 
questionable as far as the best public 
interest is concerned, for another group 
of people in business to gain control in 
another way, over distribution. 

To put it as the Canadian General 


Electric Co, brief went on: "Soction 34 
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has taken a control of prices away from a 
few peoples! hands and transferred it 
to the hands of a few others". 

If it were proven that the general 
consuming public stands to gain consider- 
ably in the long run from Section 34, then 
we would insist that it be kept intact, 
Has the standard of living been raised con- 
siderably through the publicts access to 
lower cigarette prices and to lower prices 
on household or luxury goods? We fail to 
find that Section 34 has in any appreciable 
way been responsible for a deadline in the 
cost of food, rent, and clothing. 

What then, does there remain in the 
way of consumer advantages, to justify the 
grave disturbance and chaos imposed upon 
industry and commerce? Is the consuming 
public of the opinion that low-priced cig- 
arettes and appliances -- on which it is 
in advance reconciled with a price com- 
mensurate with the value received -- are 
worth the immediate or imminent banishment 
of hundreds of business men and their 
employees? 

It does not so appear, and of all the 
opinions expressed in the report on the 
1953 loss leader enquiry, not one had any- 
thing favourable to offer on the matter of 
loss leader selling, not even from loss 


leader practitionners themselves. 
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Do not a great many laws owe their 
existence to no more than such unity of 
opinion? Do they not so exist in the name 
of public interest? 

We sincerely do not pelieve it pos- 
sible or practical to try and correct the 
loss leader situation other than by re- 
calling Section 34 of the Act, A specific 
loss leader legislation,,to our mind, could 
be nothing but extremely complicated, and 
all but impossible to enforce. We firmly 
pelieve that a return to the pre-1952 status 
affords the safest return towards an equitable 
opportunity for the largese number of people 
in business and for the consumer generally. 
The least we can say we are firmly assured 
of ig that in the food field, with which 
we are more particularly familiar, there 
would still remain all the competition 
that a free trade could ever hope to 
enjoy -- or undergo, 

That there should arise cases of 
combines towards gaining abusive trading 
positions will always remain a pos- 
sibility, And we feel confident that the 
Combines Investigation Act, cven minus its 
present Section 34 can cope with these 


satisfactorily. 
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THE CHAIRMAN: Do you wish to add any- 
thing, or to make any comment concerning the 
bricf at this time. 


MR, BOISVERT: No, not now, Mr, Chair- 


THE CHAIRMAN: Then, counsel may have 
a few questions to ask, 

MR, WICKWIRE: I have only 4 few 
questions. What is the extent of your association, 
Mr. Boisvert? 

MR, BOISVERT: It includes 41 whole- 
salers in groceries, in the province of Quebec. 

MR, WICKWIRE: It includes 41 whole- 
sale grocers? 

MR, BOISVERT: Yes. 

MR, WICKWIRE: It seems to me that 
your brief, as submitted, deals more with appliances 
and the cigarette trade than with that of the 
wholesale grocery trade. 

MR, BOISVERT: Well, there are two 
reasons for that, The first:is that in our 
own wholesale grocery field, as such, I know of 
very little, if any, loss leadering in that 
iteld. 

MR, WHICKWIRE: In the wholesale 
grocery field, you mean? 

MR, BOISVERT: Yes, It is only 
by way of repercussion, and because of the 
effect of it of our retail trade, which has a 


direct bearing on the action of our wholesalcrs, 


hie Oe 
Le hee E 


i Teo 


r : ae. his 
ON 7 
: 4 is a) iy. 
shies bs ane Com 
vie 
) ‘ 
+ P 


all 


“i ny 
ORS =" 


\ Pete ay Ng" hee NAT 





(| igisiooe9e wo te ats att as nat “mode a 
Pio a pntabe seta py remo te a ee 
i ae «oddoup to. oontyort | ott ap) seedtenosg) ae ~ | 
a emai: SAT | et 
| ts | bt es Os ak i ee leaded ah a, 
fe ah emt ot amie 3) sRATMAORM of. are Pe 
a asorwtiqgs ahtiw et0m sisob sbodst tnctye , as putea 190% | 

i} | . * ont a taris dew Oedt obs, StS oMeRLo . a of 
i im ni Re nN Raf abbey pumony afeeolodw | 
Pherae ov. (O38 ptods Eee sthayerog ee 

aa ; “male: ab stad Slbi prey CHOY, Ded to}, stieenon io 
ae 20 peat T) edowe, af shlobt booty afseetorye ayo 
5 hy | deel, ng ‘SebCobAOL etal Ak ee, ytev 
"lipase onto ra SADLY. i 





ey el f, 


- 4308 - Mr. Boisvert 


that we are concerned with it, 

MR, WICKWIRE: Since the legislation 
was passed prohibiting resale price maintenance, 
what has been the effect on the members of your 
assocation? Are they still doing as much 
business as ever? 

MR, BOISVERT: Well, with loss leading 
as practised by the retailers who are in com- 
petition, the pressure has been keener on the 
wholesalers supplying the retailers, for re- 
duced margins. 

MR, WICKWIRE: For reduced prices. 

MR, BOISVERT: Yes, for reduced eriter, 

MR, WICKWIRE: There has been more 
pressure on the wholesalers. 

MR, BOISVERT: It is my opinion that, 
since then, the operating margin for the whole 
-saler has become more and more eritical, 

MR. WICKWIRE: Well, on page or oP your 
pricf you make a comparison between the debe 
soration in the position of the independent 
retail grocer and that of the wholesale candy 
and tobacco jobber. You do that in paragraph 
two, I believe, 

MR, BOISVERT: Yes, in paragraph two 
I refer to the "Present precarious position 
of the wholesale candy and tobacco jobber." 

MR. WICKWIRE: Yes. 

MR, BOISVERT: ‘The wholesale candy 
and tobacco jobber is threatened with all but 


extinction, under the present setup. 
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MR, WICKWIRE: Now, prior to this 
legislation, did not the candy and tobacco 
jobbers operate pretty much under the protection 
of resale price maintenance? 

MR, BOISVERT: I would think that they 
did, Yes. 

MR. WICKWIRE: And that, as distinct 
from the wholesale grocers, they sold relatively 
few articles which were price maintained? 

MR, BOISVERT: In the wholesale grocery 
field? 

MR, WICKWIRE: Apart from cigarettes? 

MR. WICKWIRE: Yes, 

MR, BOISVERT: A number of articles, 

MR, WICKWIRE: But relatively few, as 
compared with the total number handled. 

MR. BOISVERT: Yes, comparatively few. 

THE CHAIRMAN: You said the wholesale 
candy and tobacco jobber, prior to the legislation 
in 1951, operated largely under the protection 
of resale price maintcnance, And did that apply 
to the candy end of their business, as well as 
to the tobacco end? 

MR, BOISVERT: Mostly to the tobacco 
end. 

THE CHAIRMAN: Mostly to the tobacco 
end? 

MR, BOISVERT: Yes. 

MR, WICKWIRE: Am I correct in this, 


that the candy and tobacco jobber operated under 
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the protection of resale price maintenance prior 

to the legislation, whereas the wholesale grocer, 
for the most part, operated his wholesale grocery 
business under competitive conditions. 

MR, BOISVERT: Moreso, yes. 

MR. WICKWIRE: Much more so? 

MR, BOISVERT: Yes. If we were to 
compare the two operations I would say that there 
was infinetly less price maintenance protection 
in the wholesale grocery field than there was in 
the candy and tobacco field. 

MR, WICKWIRE: Then, when the candy 
and tobacco jobbers operate under the present 
competitive conditions, wh&#h I take it they are 
operating under, for a sufficient length of time 
to make the necessary adjustments, will they not 
have made the necessary adjustments to enable 
them to operate in a competitive market, the same 
as the wholesale grocers? 

MR, BOISVERT: I would not think so, 
unless they were able to gain access to a wide 
assortment of other lines with higher gross margins 
than they enjoy under thh present competitive 
system in connection with cigarettes, 

MR, WICKWIRE: And that is the view of 
your association? 

MR. BOISVERT: Yes. 

MR, WICKWIRE: At page 4 of your brief 


you say: 
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According to a congensus of opinions 
representative of all types of business, 
loss leaders lead the consumer into 
believing that everything can be had at 
low prices where they are practiced. 
Operating results of the businesses 


indicate the contrary, 


Now, that is not the view of consumers, 
is it? 

MR, BOISVERT: I am quoting Commerce 
Montreal. 

MR, WICKWIRE: Commerce Montreal, 
Well, does your association believe that? 

MR. BOISVERT: Yes, sir. 

MR, WICKWIRE: Well, does your associ- 
ation or Commerce Montreal, know the view of 
consumers about whether they are deceived? 

MR. BOISVERT: Our association to the 
end of this memorandum, would perhaps not know 
definitely. 

MR, WICKWIRE: I would refer you to 
volume 10, page 1739 of the evidence now before 
the Commission, in the brief presented by the 
Canadian Association of Consumers of Montreal, 
where question number one is stated in the 


brief as follows: 


Are consumers mislead when prices 
on particular items are reduced in one 


store below the prices of other stores 
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into believing that all articles in the 


first store similarly reduced? 


And the answer to that question is as 


follows: 


We do not believe so. We have seen 
the suggestion in some of the answers to 
this Commission's inquiry of last year 
that consumers are deceived by sharp price 
cuts on one item into believing all other 
goods in the gtores are equally reduced 
in price. We are obliged to question 
the logic of such thinking, It is hardly 
complimentary to the intelligence of the 
average customers, When a retailer gets 
a bargain on one item of a manufacturer's 
stock does he believe all that stock is 
also going at reduced prices? {If the 
average consumer were not keenly aware 
of actual values and prices how would a 
loss leader item lure them, and where would 
be the incentive in price competition be- 


tween merchants? 


That is the view of the consumers 
association in Canada, which does not seem to 
pear out the suggestion contained in the article 
in Commerce Montreal, 

MR, BOISVERT: Well, I would go along 
with that opinion as expressed there, In fact 


the average consumer, or. the mass of consumers 
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are of a mind as keen as the authors of that 
memorandum. 

THE CHAIRMAN: I take it you know the 
authorg, then? 

MR, WICKWIRE: The author of the mem- 
orandum presented another brief here the other 
day in which she stated, if I recall correctly, 
that a group of some 600 ladies in the province 
of Ontario were asked the direct question as 
to whether they were in favour of resale price 
maintenance and the answer was No -- with the 
exception two, who were in favour of maintaing 
resale price maintenance. And those two, she 
said, for emotional reasons, were in favour of 
it because their husbands were retailers, And 
that would be a fairly good cross section -- 
600 ladies taken at large in the province of 
Ontario. 

MR, BOISVERT: Well, that is so, yes. 
You will understand that this is being submitted 
as a matter of opinion -- not necessarily as a 
matter of fact. 

MR, WICKWIRE: Oh yes. On page 6 


you say: 


When his trade-marked product is 
made a price football customers think 
its quality slipping or that it was 


originally over-priced. 


ip ak Ret sce vi . 


nA WARS Wy Ny Jee 
3 . qoky ee ‘ 





ays pith cenaktatsn) othe sbencantt sensddo ented a) epee cl 
i NG an ‘don gog. ‘eaten 1008: ighuaen oF ef thoi hina By), 
ane to econ cad nu te ea! ostas we 





<i 





' 


=. 


ae 
> 
— 


Va Ate Ne s0 vou! at dene ade THaVELOM Fe ea ay us 
yee eka yecld ana ins sikederstin Et wot ea 





= 









a Weve aunt ‘8 a8 “sansa ‘ts “ Mian to aes as ihe ae i 
ec ee . sama. cali ae y is ets 
PAL ba 











be eee its eh aa ar bn hits die 
i ie ie oy isha ane on we 


ie han Wey ; ai Mt | a 
; ¢ a ae D) yar % Te , a) i) ok a Pas ; a heh 
: i oP 7 Hh ie rai i) " lie yi 


a 


i wis i 


- 4314 . Mr, Boisvert 


Is that also a matter of opinion in your associ- 
ation, and not a matter of fact? 

MR. BOISVERT : You are referring to 
page 6 of the brief? — 

MR. WICKWIRE: Yes, the very first line, 

MR, BOISVERT: It is also the opinion 
of our people, sir, and also based on similar 
remarks quoted in the Canadian General Electric 
brief of June 3. 

MR, WICKWIRE: That is, with respect 
to small appliances? 

MR. BOISVERT;: Yes. 

MR, WICKWIRE: What has that to do with, 
or what bearing has.that on the wholesale grocery 
trade, and the articles with which a wholesale 
grocer deals, or a retailer deals? 

MR, BOISVERT: Well, we state at the 
beginning our concern about the fate of our 
wholesales, in the long run, because of the 
development of a situation which already, in 
the span of a few short years, has asserted 
itself as vicious and dangerous. 

MR. WICKWIRE: But you have told us 
previously that the viciousnesses and the 
dangerousness arise out of pressures brought 
upon wholesalers by retailers for reduced prices. 

MR, BOISVERT: Yes. 

MR, WICKWIRE: Then, in the same pare 


graph you say: 
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Small retailers will drop a price- 
footballed brand rather than sell it at 
ailoss. This leads to falling sales and 


cuts in production and employment, 


Have you any evidence of that? 

MR, BOISVERT: We were quoting here the 
contents of an opinion. I think I have qualified 
that statement, 

MR, WICKWIRE: But this is still a nS 
hash of the General Electric opinion? 

MR, BOISVERT: Of the bulletin of the 
Wholesale Grocers Association, And I say farther 
on that we are using this to show that elsewhere 
as here, there is concern over an equitable use 
of the means, either through fair trading or other 
means of control. 

MR, WICKWIRE: In your next paragraph 


you say: 


Our wholesalers have no intention of 
advocating fair trade just now, We have 
wantea to show that abroad, as at home, 
we find the same cagerness for a fair and 
equitable allotment of the advantages or 
implements without which business cannot 


be conducted on a really free basis. 


I presume by that you refer to the fair 


trade laws in the United States? 
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MR, BOISVERT: Yes, in part at least, 

MR, WICKWIRE: In part, What other 
reference did you have to abroad as at home? 

MR, BOISVERT: Well, I am showing that 
in the United States, as well as here -- 

MR, WICKWIRE: That they have fair trade 
laws? 

MR, BOISVERT: Yes, that they have fair 
trade laws. 

MR, WICKWIRE: And in some states, 
minimum markups? 

MR. BOISVERT: Yes, right you are. 

MR, WICKWIRE: Are you also aware that in 
Sweden and France they have legislation prohibiting 
resale price maintenance? 

MR, BOISVERT: No, sir, I am not aware 
of that, 


MR, WICKWIRE: Then at page 8 you say: 


The surge in loss leader practices 
of recent years is due to Section 34 of 
the Combines Investigation Act, This 
prohibits the establishment of fixed 
retail prices by agreement or otherwise 
among "dealers" as they are defined in 
the Act, This, with a view to making 
for a freer exercise of the business 
function than was possible prior to 


1952. 
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You are aware, I know, that in the 
great majority of the states in the United 
States they have fair trade legislation? 

MR. MR, BOISVERT: Yes. | 

MR, WICKWIRE: And I think in some 30 
or more they have minimum markup legislation? 

MR, BOISVERT?s” I-pelieve so, yes. 

MR, WICKWIRE: Now, are you also aware 
that there has been great growth of discount 
houses in the United States? 

MR. BOIJSVERT: Yes, I am. 

MR. WICKWIRE: Both large and small? 

Mie eDOlovEnl: “LES>) Lain. 

MR, WICKWIRE: Well, do you think that 
the legislation they have in the United States 
is effective to stop people looking for bargains? 

MR, BOISVERT: To pronounce myself on 
that score I would have to make a closer study, 
although the reading I have done recently of 
the Advertising Age magazine shows that fair trade 
laws are open to many evasions through discount 
houses and limitless means of going around the 
act, 

MR, WICKWIRE: And even if you had 
fair trade legislation or resale price maintenance 
in Canada would not the dealers, the retails, 
still get around it by means of trade-ins and 


phoney, if you like, procedures? 
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MR, BOISVERT: They might. All we want 
to indicate in this brief is that loss leadering, 
gince that is the case in point, has become worse 
and more destructive than before the inclusion 
of the section in the Act, And therefore it should 
be recalled, pending the finding of some other 
means of controlling possible or actual abuses in 
the way of price maintenance or collusion between 
manufacturers. 

MA, WICKWIRE: What are the abuses 
about which you are complaining? Your brief does 
not say anything about particular abuses. You 
just say that loss leadering is an abuse, but you 
do not tell us what it is. 

MR. BOISVERT: I am afraid I fail to 
understand you, 

MR, WICKWIRE: Well, what is the type 
of loss leadering about which the Wholesale 
Grocers Association of the province of Quebec 
complain? 

MR. BOISVERT: Well, the cut prices of 
cigarettes, either real or potential, 

MR, WICKWIRE: By that you mean cut prices 
below the manufacturers! suggested retail price? 

MR. BOISVERT: Not necessarily. But 
I am afraid I do not quite follow you, 

MR. WICKWIRE: I am sure the Commission 
would like to know just what forms of loss leadering, 


or what it is that the wholesale grocers in “uebec 
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complain about, 

MR, BOISVERT: Well, the practice of 
loss leadering in such a way as to draw the 
consumers into channels of distribution at such 
a rate that the small independent merchant 
would not be able to maintain his living and 
his business, and the fruits of his efforts -- 
pe it for three years or 25 years, 

MR, WICKWIRE: And whether or not he 
ig an efficient operator? 

MR, BOISVERT;: Yes. 

MR, WICKWIRE: At page 9 you suggest 
that there has been an "immediate or imminent 
panishment of hundreds of business men and their 
employees" as a result of loss leading; where 
is the evidence of this sort of thing, or aici ML 
al rear, only? 

MR, BOISVERT: I had in mind, there -- 
or I should say that we had in mind -- the fate 
of Canadian wholesale tobacco jobbers in the 
province of Quebec, who, with margins of one or 
two or three per cent are simply unable to 
remain in business, because the bulk or ubedir 
business is on tobacco lines. And unless they 
can obtain a satisfactory return, and unless 
the small Beene operator can also obtain 
a reasonable margin, they stand to disappear 
from business. So does the candy and tobacco 


jobber, and his employees. 





%O one Ro. anigzen doby Ori 499d 00Q Ro aontvesq: 


ee ay ek 
pune ny 


ke ie aa i ete ie) 
law oe 


a 

iw\s 

n 7 ret 
f , 


Sais 18 to ste 099 a. a r 


| saa 290 ony ante Metin ee 
sel Jo to ‘eortdoshe bo  SSDUDWID: , 








. snonta 2 stnzbomis a cy eae ‘nen enna at 4 ' 
atods ris eit emonnaid to aboxbaud, 40. oni be | 





otorly agmthaod, Heol ord lyeet 8) ae: dasosctgis | 
Sh et a6 LEAS 26 Toa ands 20 sank a: heat at | i ; 


i ap tat hd | Ph ga 802 8 ; i 
sim stadd abeitn ah" bat e, os Traverog, ofl tome a ga 


has EF om baton ak bask ae tedy, E68, Sivedts Lor.» en cs i 


ons rh. axoddot, ‘oooadadt ofege loc fathers) to), 


| od otderu: wlgneke ote dmeo, roq: soady, 0 ot outs 
stodt. tp, alive orl oeuwosd seacdiewd ak ntsmoy ye 
yorty esol BAA ,aoath ovondot 0 at eeomteud , ; : 
agoliy due .iimuior yrotomtetion « tlatdo oo | pat M 
mat do outs aBD Tovsipae terme tao Liem, ont 


aseqasath a brsta bani oe ier ils cre 
oougdod brie Vitieo. | 








ie 


= 320 + Mr, Boisvert 


MR, WICKWIRE: But I understand that, 
so far as cigarettes are concerned, the evidence 
is that there are more cigarettes sold every 
year, 

MR, BOISVERT: That may be so, 

MR, WICKWIRE: But it is a fear you 
have, rather than any knowledge you have, of 
people being put out of business? 

MR, BOISVERT: Well, it is a fear, 
justified by my contacts with the candy ana: 
tobacco operators. 

THE CHAIRMAN: Do I understand, Mr, 
Boisvert, that it is your view that there has been 
extensive loss leadering in cigarettes? 

MR, BOISVERT: Well, you see, there we 
are again at this matter of defining what a loss 
leader is. 

THE CHAIRMAN: That was what I wanted 
to get from you. 

MR, BOISVERT: Well, if you ask me 
4f I would say that the sales by chains of 
cigarettes are loss leaders, I would have to 
answer No, because I know that they are not, 

THE CHAIRMAN: That cuts down the area 
guite a bit, then, If the chains are not loss 
leadering, and if they are the people against 
whom most of the complaints we have heard have 
been directed, are there any others you know of 
who may be said to be loss leadering in cig- 
arecttes? 


MR, BOISVERT: I cannot give examples, 
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THE CHAIRMAN: It is very difficult; 
I can understand that, It is very difficult 
to produce facts and figures to prove any ex- 
tensive loss leadering, The effects on the 
tobacco jobber and the effects on the in- 
dependent retailer of tobacco may be the same 
as if loss leadering was actually going on, 
in that the prices-- 

MR, BOISVERT: Right you are, 

THE CHAIRMAN: id are so low that they 
cannot meet them, 

MR, BOISVERT: And as a result, we 
maintain, of Section 34. 

THE CHAIRMAN: Well, that may be. 

It may be the result of Section 34; but if it 
is not loss leadering, then what is it about 
which you are complaining? 

Tt that is Nov loss leadering, then 
what is the nature of the complaint? 

MR. WICKWIRE: Is it deep cuts in 
cigarettes? 

THE CHAIRMAN: Is it the bad effects 
on the tobacco jobber and the independent rctail- 
ev, or is there some principle involved in 
the operations of those who are CULLING praces? 

MR, BOISVERT: As I said-at the 


beginning -- 


In submitting the present brief, 


this association would have liked to 
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follow faithfully the plan suggested by 
your circular letter of March 26, 1954, 
This has not appeared expedient under the 
scope of our operations and in view of the 
particular type of operations conducted 


by its members, 


Now, the Restrictive Trade Practices 
Commission invited our association to express its 
opinion on the subject of loss leadering, and 
in this brief we have brought to you our opinion, 
from a practical position, with respect to the 
association of wholesalers in the province of 
Quebec. They have done this as a civic gesture, 
and with a view to helping all they can, 

THE CHAIRMAN: We appreciate that 
very much, Mr, Boisvert, and we are very grate- 
ful that you have appeared before us to make 
this presentation. We were just trying feb OoNeNS: 
if you could give us just a little more in- 
formation, 

MR, BOISVERT: If it pleases the 
Commission to indicate the points that might 
help in bringing to the fore any specific 
points, then I can assure you that the whole- 
salers will consider, in a spirit of cooperation, 
the best opportunity of supplying that inform- 
ation to you. In other words, if in any matter 
we can be helpful to you on specific points 


that you might desire information from the 
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wholesalers, we shall be only too pleased to 
give you that information. 

THE CHAIRMAN: Thank you, 

MR. WICKWIRE: I have no further 
questions, 

MR, GERIN-LAJOIE; I would like to say 
at this point that Mr, Boisvert very kindly con- 
sented to speak before this Commission in 
English, although originally he had intended 
to do it in French, However the Commission 
was not organized at this particular moment 
to take down the testimony in French, As Mr, 
Boisvert may have had some difficulty either 
in understanding some of the questions or in 
expressing his own facts, perhaps your Commission 
would agree to receive from him -- and may I say 
that this suggestion does not come from him; it 
comes from me -- any clarification or correction 
of his testimony, after it has been transcribed, 
that he might think necessary, 

THE CHAIRMAN; We will be very glad 
to do that. However we did feel that Mr. Boisvert 
acquitted himself very well in English. However 
if he feels that he can clarify any portion of 
his testimony, then we shall be very glad to 
have any submission he likes to make to us, He 
may have a copy of the transcript for the 
purpose of deciding whether he wishes to do that. 

MR, BOISVERT; Thank you. We are here 
pecause we were willing to help, and we will do 


anything additional that is desired, Thank you 
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for your consideration, Might I add that, 
actually I thought out the brief in French -- 
and then I sweated the translation, 

THE CHAIRMAN: And with very good 
results, may I say. 

That seems to conclude the proceedings 
for today. We will adjourn until 10 otclock 


tomorrow morning. 
--- Whereupon the hearing adjourned until the 


following day, Saturday, September 18, 1954 


Bt 10: alin 


Page 4350 follows. 
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THE CHAIRMAN; I think we have com- 
pleted all the briefs to be presented, I 
understand Mr, MacDonald, Director of Investigation 
and Research, has some observations he would like 
to make and to bring to the attention of the 
Commission by way of winding up the hearings, 
We will call upon him now. 
MR. MACDONALD: Mr, Chairman, I have 
here five sets of figures which I thought I 
should obtain and make available to you in 
view of some of the submissions that have 
been made during the Inquiry. 
Commercial Failures 
The first set of figures relates to 
commercial failures, A view was expressed 
by a number of witnesses to the effect 
that recent price reductions had been a 
factor in increasing the number of commer- 
cial failures in Canada, The field con- 
sidered to be affected the most was retail 
trade, For example, one witness stated 
as follows: 

"we have seen, of course, selling 
going on at markups that we know very 
well are not sufficient to cover the 
costs of the retailer doing business, 
We have experienced in the past 12 
months approximately, that is, from 
some time early in 1953 to the present 
time, 10 times the number of bankrupt- 


cies amongst our dealers as the average 
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of the 5 years preceding that period. 
We attribute that very directly in 
most of the cases to selling on too 
low a gross," 
(Mr. Marpole of R,C.A, Victor) 
The first figures that I wish to submit 
relating to commercial failures are a Dun & 
Bradstreet table showing the failure rate 
per 10,000 firms in Canada from 1900 to 1953, 
inclusive (Table 1). The variations on this 
table appear to reflect, to a considerable 
degree, the primary events, during the 
period, which might be expected to influence 
the rate, for example, the war periods and 
the great depression, The rate in 1900 was 
140, and in 1922 it reached the high point 
of 228 after, of course, considerable 
fluctuation, 
That means the high point for the period. I 
continue; : 
Thereafter it declined consistently until 
1929 and then climbed to the depression 
high of 161, Thereupon, it declined pretty 
consistently to 6 in each of the years 1944 
and 1945 and then started upwards again to 
reach 44 in 1953. The last previous year 
that it attained such a level was 1941 with 
a rate of 49, 
The second set of figures, contained 


in Table 2, has as its source Dun & 
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Bradstreet figures as published in The 
Financial Post, and Dun's Review, They 
provide a comparison of the number of 
commercial failures by industry and class 
for the United States and Canada for the 
years 1939 and 1949 to 1953, inclusive. 
Tables 3 and 4, derived from Dun's Statistical 
Review, show commercial failures by industry 
and class for the two countries for the first 
and second quarters of 1953 and 1954. In 
1953 the overall rates were substantially 
increased for both countries, In Canada 

the rate for the first and second quarters 
of 1953 was about the same; the rate for 

the first quarter of 1954 was greatly 
increased and the rate for the second 
quarter fell off considerably but was still 
much higher than the same period in 1953. 

In the United States the pattern was much 
the same, If we take, at random, the 
Canadian category "Furniture, Household 
Furnishings", the rate increased sharply 

in the second quarter of 1953, increased 
sharply for the first quarter of 1954 and 
fell off slightly for the second quarter; 
and if we take the United States category 

of "Furniture and Home Furnishings", the 
pattern is somewhat the same except that 

the first two quarters of 1953 show little 


variation, I have been referring to numbers 
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of failures as being more relevant to the 
present issue than total liabilities, 
T have referred to numbers of failures rather 
than total liabilities, because they seemed more 
relevant to the present issue. But the total 
liabilities are expressed in the tables, for 
most of them, too, if you wish to follow them, 
Then, to continue; 
Tables 5 and 6 are based on the 
Dominion Bureau of Statistics publication: 
Commercial Failures by Industry and Class, 
The first table compares failures for the 
first and second quarters of 1952, 1953 
and 1954, In the total figures for the 
first and second quarters of 1953 and 1954, 
the same general pattern appears although 
the figures themselves vary greatly from 
the Dun & Bradstreet Fes being com- 
piled upon a different basis. The Tun & 
Bradstreet figures include some actual 
failures which never come under the 
bankruptcy and insolvency legislation and 
therefore are not included in the figures 
of B.B.S. On the other hand, the Dun & 
Bradstreet figures exclude a large number 
of cases which have come formally under 
the bankruptcy legislation but are not 
reted by Bun & Bradstreet as commercial 
failures, Table 6 shows the totals of 


commercial failures, as defined by D.B.S., 
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under the provisions of the Bankruptcy and 
Winding-Up Acts from 1950 to 1953 as increas- 
ing from 1,302 in 1950 to 1,657 in 1953. 
These include, from the province of Quebec, 
957 and 1,221, respectively, and I believe 
that many of these are wage-earner bankrupt- 
cies that would not be counted commercial 
under the Dun & Bradstreet classification, 
Mr, Chairman, I am always hesitant 
about putting forward general figures of 
this kind for the purpose of drawing conclu- 
sions as to particular cases, I believe, 
however, that these figures are as accurate 
as can be obtained, and in any event my onus 
is lightened by the fact that I am not putting 
them before you to prove anything. 
It is material which has been referred to either 
expressly or by implication throughout the hearings; 
and for that reason I thought you would doubtless 
wish to have it before you. Then, to continue; 
The level of business activity in Canada 
as in other countries aepenees as you Eon 
upon a large number of factors including, 
for example, the level of investment in 
construction, in producers! equipment and 
in inventories, and the demand for export 
products, Other developments can also affect 
the level of business activity and the rate 
of commercial faflures, including any substan- 


tial change in distributive practices 
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adversely affecting a particular class of 
outlet. A difficulty arises, however, when 
you try to attribute any particular weight 
to any particular factor, Perhaps you may 
be able to see in these figures some pattern 
that is related to the subject matter of 

the present Inquiry. If so, your analysis 
will have been more successful than ours 

has been, In any case, that is a matter 

for you, 

I am attaching to these tables, a 
number of extracts from American and 
Canadian journals which remark upon retail 
failures in the two countries and relate 
them in part to new entries into business 
after the last war. They also comment upon 
the increase in failures in the United 
States among appliance dealers; and they 
discuss the increasing role of the so-called 
"discount house" in that country, 

As I remarked before, I am not putting 
these figures before you for the sake of 
proving or disproving any set of facts or 
any hypothesis. It is quite possible that 
they include cases that were directly 
affected by "loss-leader"” selling, I do 
not know. Since, however, you would no 
doubt be inquiring in due course about 
these figures, I thought that I should 


put them on the record now so that if any 
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other person interested in the Inquiry 
believes they bear an interpretation rele- 
vant to the Inquiry, he can submit his views 
to you. 
And that observation, which I have made about 
the present figures, would also apply to the subse- 
quent data, which you have there, and to which I 
shall now refer. Then, to continue; 

In considering the comparisons between 
the United States and Canada, it should be 
borne in mind that the former country has 
legislation in forty-five out of the forty- 
eight states permitting manufacturers to 
enforce resale prices for branded products, 
Under this legislation, "loss-leaders" outs 
in many cases, be legally impermissible. 

Here again, however, arises the difficulty 

of assigning a particular weight to a 
particular factor; even if you could narrow 
the differences between the two countries 
down to the existence or non-existence of 

the legality of resale price maintenance, 

and if, for example, you found the commer- 
cial failure figures to be approximately 
even, you would still be at a loss to know 
whether this was because "loss-leaders" 

were not a factor leading to business failure 
in Canada or whether resale price maintenance 
was not effective in the United States. 


I should also mention, as affecting any 
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comparison between Canadian and United 
States figures that the level of business 
activity in the two countries has not neces- 
sarily been the same, year by year, so that 
even if the same year is selected as an 
index basis in both countries, the indices 
thereby derived for future years may not 

be really comparable. For example, a minor 
recession appears to have set in in the 
United States during the year 1949 while 
the rate of business activity in Canada 
continued comparatively unimpaired. 


Production of Consumer Durables - 
Table 7 


I come now to some figures relating to 
the production of "Consumers! Durables", 
This second set of figures was compiled 
because of the opposing views expressed 
before the Commission, on the one hand to 
the effect that price reductions had 
resulted and would result, through the 
reactions of certain dealers and consumers, 
in a decline in production; and on the other 
hand, that exactly the opposite was the case, 
The reason for fearing a decline in produc- 
tion was, apparently, the belief that dealers 
would not promote the sale of the items 
because of the unattractive margins and that 
consumers would hold off purchasing in the 


hope of further price reductions, One 
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witness put the matter thus; 
"The District of Columbia---" 

And, as you know, the District of Columbia has 

no resale price maintenance, like the other 

three, Vermont, Missouri and Texas, 

"The District of Columbia was a 
laboratory for us." 

And he is speaking now about the Sunbeam products, 
"we had heard many assertions if the 
prices were lower more goods would be 
sold. It doesn't work out that way. 

In 1952 the sales to distributors were 
$613,000 and in 1953 they dropped to 
$545,000. This was a drop of 11 per 
cent in the District of Columbia 
business, At the same time throughout 
the United States, Sunbean, Cuieneo. 
business increased for the year 15 per 
cent. 

I take it that there he is referring to the 

national business, "Sunbeam, Chicago” would 

mean the Sunbeam Corporation of Chicago. Then: 
"The spread is measured by 26 per cent, 
We found out to our own satisfaction 
what happens in an area where there 
ison Tair Pree. where we cannot 
exercise the right of refusal to sell," 

(Mr, Van Mell of Sunbeam Corporation) 

If I may digress there for a moment, I would say 

that we addressed an inquiry at that stage to the 

Department of Justice in the United States asking 
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whether they had any information upon this subject. 
It so happened that the matter came up--and this 

we learned through correspondence--that this state- 
ment was originally made before a Senate Committee, 
considering a bill for resale price maintenance in 
the District of Columbia. So that the assistant 

to the Attorney General ee enough to supply 
three statements that had been made before the 
Committee considering that legislation, 

One of those statements was of a more 
general nature, but two of them are statements of 
counsel acting for the discount houses, discussing 
the basis of the figures given in this quotation 
by Mr. Van Mell and pointing out certain things 
about them. Those statements you have before 
you in the file which Mr. Davidson has given you, 

Then, I am going back to the views 
about the effect of the lack of resale price 
maintenance upon sales, I continue: 

Another witness put the matter in this 

Way: 

"One of the evils inherent in a 
system that does not allow a manufac- 
turer to establish and protect his 
price structure is the tendency of 
the public to hold off buying when 
competitive price cutting gets under 
way. While not of great significance 
in low priced, rapidly consumed lines, 


in the case of more costly items such 
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as major and even minor household 

appliances, tires, etc., the buying 

public, by waiting in hope of further 
price cuts, will refrain from use of 
such merchandise, thereby reducing 

the consumption, slowing down demand 

with its resultant losses in produc- 

tion and wages in the manufacturing 

and distributive channels.” 

(Brief of Drug Trading Company) 

Unfortunately, data on the retail sales 
of "Consumers! Durables" have not been avail- 
able, However, information is available on 
the level of output for certain broad cate- 
gories of "Consumers! Durables" and it is 
to this information, as published by the 
Dominion Bureau of Statistics, that I shall 
rerer, 

I have already mentioned, in connection 
with commercial failures, some of the general 
developments that affect the level of 
business activity, and the difficulty of 
assigning a particular weight to a particular 
factor, and especially to what might be called 
secondary factors, This should also be borne 
in mind in the present context, 

The figures published by the Bureau do 
not relate exclusively to "Consumers! 
Durables" because, although they employ 
this classification, the classification is 
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based on the overall production of certain 
industrial groups and sub-groups whose out- 
put also flows into other end uses, In 
general, these manufacturers who submit 
information on inventory and shipments do 
not provide a breakdown of their total 
output. Such a breakdown is provided by 
only a few firms; for the others, the return 
is classified according to major type of 
production in which the firm is interested. 
For example, a firm which produces household 
electrical appliances as well as heavy 
electrical machinery and equipment would 

be placed in the latter eae if heavy 
electrical machinery and equipment made up 
the greater part of its outcome, but in the 
former category if household electrical 
appliances accounted for the greater part 
of the output. Hence, the data reported by 
the Bureau should not be taken to represent 
precisely the record for the various sub- 
groups of "Consumers! Durables" but even 
with this limitation they do possess, I 
believe, considerable value for our present 
purposes, 

To try to provide some basis for com- 
parison between the Canadian and United 
States positions, I shall also refer to 
material published by The Board of Governors 


of the Federal Reserve System in the 
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Federal Reserve Bulletin, The indices 
used in this material are based, for most 
products, on output, although, as will be 
clear from the @etatied descriptions given 
below,--- 

particularly perrigoretend and so on--- 
---some of the data relate to factory 
shipments, The significant difference 
between figures on output, and those based 
upon factory shipments which is the basis 
for the Canadian data, is that variations 
in factory inventories may cause the two 
measures to diverge temporarily; output may 
be maintained in the face of declining 
shipments if factory inventories are being 
built up, and similarly shipments may for 
a short time exceed output if factory 
inventories are being depleted. We must 
take the figures subject to this unavoid- 
able limitation, 

The following are the descriptions of 
the four categories of "Consumers! Durables" 
that are compared: and, in een an 
index of factory shipments and/or output of 
total "Consumers! Durables" for the two 
countries is included; 

1, CANADA - Motor Vehicles 
Establishments primarily 
engaged in manufacturing or 
assembling complete motor 


vehicles, such as passenger 


mee 


Ne a 


eu ie S i < ’ i 
Lean 







a - 
wi ais a. 
ere ph, : 
; ’ coe 
So — 


Perertes| ‘te bos wt a beccsbiad ee | 

ie sated er8 sakrooneuns | viod sa ‘a einaactoe fev! | a 

fie sot yal adieu bile raat haa iew ee a 
” yaeton. St Jung ui! Boboxo out “doit 8 | | 

eo eh .betetqed) gittied ore ‘eattodnovat ee 

“atk Van stad ‘od j dont soma on? eat | ae 

‘wrk i be F or ane | i 


ae 


‘te Lienaiii sie sit orca a terion aut * road Nat'l ; i 








38 dada ao\faa scrounge , rod | a 
‘owt ant. dot "aetidens: tt eaneneono ttod 








-~4364- Mr, MacDonald 


automobiles, commercial cars 
and buses, trucks and truck 
thea tebe universal carriers 
and special purpose motor 
vehicles une lare ee taxi- 
tabs; ete sr, 
U.S.A. - Autos 

Production of passenger cars, 

2. CANADA - Radios and Radio Parts 
Establishments primarily 
engaged in manufacturing radio 
receiving sets, radio trans- 
irene public address 
apparatus and miscellaneous 
radio parts and equipment. 
Television sets are also 
included. 


U.S.A... = Production of Radio and 
Television Sets 


Radio sets (auto Aurea) house - 
hold radios) and television 
sets (table model rv, console 
MODEL TV). 

3. CANADA - Furniture (Including Metal 
Furniture and Mattresses 
and Springs) 

Establishments primarily engaged 
in manufacturing household 
furniture of all kinds, office 


and store furniture and fixtures, 


public buildings and professional 
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furniture whether wood or 
metal. This industry also 
includes upholstering, 
cabinet making and furniture 
repairing, 

U.S.A. - Household Furniture 
Metal and wooden household 
of all kinds, Upholstered 
household furniture, 


4, CANADA - Refrigerators, Vacuum Cleaners 
and Appliances 


Establishments primarily 
engaged in manufacturing 
electrical refrigerators, 
vacuum ener | Fans , 
toasters, ea water 
nomeoey etc. This category 
includes establishments 
engaged in repairing 
appliances, 


U.S.A. - Production of Refrigeration 
Appliances 


Refrigerators, ogee ae room 

air conditioners and factory 

shipments of dehumidifiers, 

Here, I must note another limitation; 

the various categories are not strictly 
comparable; but this also is a weakness 
inherent in the data and for which no 
adjustment can be made, 


You will notice as you read them through that they 
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are not strictly comparable, Then, to continue; 
The comparisons will, Ne eee Ez -Think, 
provide rough measures of the magnitude and 
direction of change in "Consumers! Durables" 
industries in the two countries, 

The years covered are 1950 to the first 
quarter of 1954, both inclusive, The data 
is in the form of indices based, in the case 
of the United States on a 1947 to 1949 monthly 
average of 100 and in the case of Canada on 
a 1947 monthly average of 100. 

You will be familiar with the events 
that might be expected, to influence these 
indices including the outbreak of the Korean 
War and the stocking-up boom that followed; 
the legislation banning resale price 
maintenance; the development of the television 
industry; and the rate of formation of new 
family units; and I need not refer to them at 
length, 

One could not do justice to an examina- 
tion of these figures in the time that I have 
at my disposal, Perhaps one general observa- 
tion might be permitted, to the effect that 
the Canadian situation over the period 
appears to be no less buoyant than that of 
the United States, Whether or not this 
buoyancy would have been greater or less in 
the presence throughout of resale price 


maintenance is a question upon which I believe 
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that these figures, taken alone, give no 
guidance *s It, To oree others see in them 
a@ source of information they will doubtless 
point it out to you, 

A number of rough graphs have been 
prepared to show comparisons between the 
movements of the United States and the 
Canadian categories and I am attaching them 
in case you may find them of assistance, 

Market Saturation ~ (Table 8) 

The third set of figures is somewhat 
connected with the last set and relates to 
appliance sales and market saturation in 
Canada. I obtained these pecausee like the 
last set of figures I thought they might be 
of interest to you in connection with the 
question as to whether appliance sales are 
falling off, These figures are compiled by 
Radio, TV and Appliance Trade Builder. They 
have to be taken subject to their inherent 
limitations and the general basis upon which 
they are compiled is described in the June 
1954 issue of Trade Builder as follows: 

"Covering the calendar year of 1953, 
figures involving factory sales have 
been supplied by the Dominion Bureau of 

Statistics, Using this data as a pees 

this publication has computed the list 

value of the merchandise, worked out 


the saturation for each appliance and 
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carried forward the number of appliances 
in use after adding 1953 sales, In all 
cases obsolescence has been calculated 
as it is recognized that many old and 
worn out items go out of service every 
year. 

The percentage of annual sales 
that goes to replace appliances which 
go out of use was obtained through 4 
dealer survey across Canada to determine 
what percentage of sales involve trade- 
ins, and what percentage of trade-ins 
are resold, In the case of smaller 
appliances dealers were asked to 
estimate what percentage of their 
year's sales replaced Ree dis- 
carded items. Averages were then 
worked out from the returns, 

The ever-increasing number of new 
homes always has a tendency to offset 
the saturation caused by purchases of 
appliances made during the year and 
1953 was no exception, During the 
calendar year the number of electrical 
households in Canada increased from 
3,222,300 to 3,319,139 absorbing a 
large proportion of the year's 
production," 

By way of general comment, it may be 


noted that over the 1950 to 1953 period 
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covered by the table, saturation increased 


the fastest in refrigerators, washers and 


water heaters and that all sales were sub- 


stantially upward in 1953 over 1952 with the 


one exception of ironers, 


Those figures, obviously, do 


not stand on the same 


level as the previous ones, but I thought they 


would be of interest as having been compiled by 


a trade journal, and reflecting at least certain 


interpretations that the journal placed upon the 


market, Then: 


Variations in Operating Costs - Table 9 


The fourth set of 
variations in operating 
retailers. Some of the 
the question whether or 
very much and I thought 


get such information as 


figures relates to 
costs among independent 
evidence turned upon 
not these costs varied 
that I should try to 

is available. 


One witness expressed himself as follows: 


"MR, GERIN-LAJOIE; 


You believe that this 


cost should be the same, and is actually 


the same all over Canada? 


MR: REM: “NO. Vleput uthis: way, Mr. 


Counsel, that the difference between one 


company and another company is a matter 


of probably 2 or 3 per cent, and that is 


ail,. It d8 nota matter°of 5 or 10 per 


cent. There is not that much difference, 


And if you get down to one firm which 


does not do very well, whose gross profit 
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is 30 while their cost of doing business 
is:29y i¢°ds) Goo, high, 
I must say that I do not completely understand that 
last sentence, 
If in the other firm the gross profit 
is 30 and their cost of business is 25, 
they are making a fairly reasonable 
percentage. But there is not that much 
leeway, of more than 2 or 3 or 4 per 
daeth to my mind, in any of these 
businesses." 


(Canadian Association of Radio & 
Appliance Dealers, Victoria) 


The point, of course, of this reply was that 

if there were no real variations in operating 

costs, then there would be the less objection 

to markups being the same for all dealers. 
Whether or not the variation within the limits 
mentioned by the witness would, in itself, be 
significant, is another matter which no doubt you 
will be considering. 

The only published information from an 
official source relating to this matter in 
Canada is the series of studies put out by 
the Dominion Bureau of Statistics under the 
general heading "Operating Results and 
Financial Structure" for various types of 
retail distributors, The published figures 
are given in terms of general averages which 


are broken down in turn into averages for 
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groups of stores in different volume-of- 
turnover categories, 

We accordingly asked the Dominion 
Bureau of Statistics if it were possible 
for them to examine the returns upon which 
their averages were based with a view to 
determining the range of individual operat- 
ing expenses from which those averages were 
derived, The Bureau did examine these 
reports for two categories of retailers: 
unincorporated tobacco stores, and unin- 
corporated appliance and radio stores, In 
order that the effect of these figures 
will be understood, and their limitations 
appreciated, I am going to quote from the 
correspondence from the Bureau which accom- 
panied the data. 

First, it is necessary to understand 
that the range figures to be quoted do not 
necessarily represent "normal" operating 
ranges in these fields. The reason for 
this is indicated in the following quota- 
tion: 

". , . the firms surveyed for 
operating results were not selected 

on a scientific random basis. Con- 

sequently the firms do not constitute 

a sample which is representative of 

each kind of business for the purpose 


of broad descriptions, It is, however, 
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a representative selection of firms 
within the classifications and sub- 
classifications as published, The 
published data is in the form of 
averages presented as a pone for 
comparative purposes and in this form 
may be used with a high degree of 
accuracy for firms within these 
groupings. 

Because this survey requests 
profits, which cannot be obtained under 
the authority of the Statistics Act, 
we are unable to conduct a survey of 
firms selected on a scientific basis, 
It is purely voluntary on the part of 
the retailer, Consequently, the non- 
response factor would render selection 
of a random sample futile." 

Certain further factors that must 
be kept in mind in interpreting the statis- 
tics were also pointed out; 

"Because employees! salaries and 
wages is a large proportion of total 
operating expenses, the extent of 
participation of working proprietors 
can cause the total to vary con- 
siderably, it derdi¢ficult:to 
evaluate a proper salary for a working 
proprietor, Proprietors! earnings 


and withdrawals are omitted from 
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"operating expenses" and remain in 
the "net operating profit before 
income tax", Therefore, ina small 
business the owner and his family 

may operate with little or no employees 
whereas a larger business would 
require some part-time or full-time 
help. Again using "owned" tobacco 
stores as an example, the "employees! 
salaries and wages" ratio increases 
with size of business causing the 
"total operating expenses" ratio also 
to increase, 

Conversely, the "net operating 
profit" ratio contains a larger 
proportion of proprietors! earnings 
for a small store than for a large 
store. Therefore this ratio declines 
as the size of business increases, 

These are reasons which account 
for dispersion of "gross profit", 
"total operating expenses" and "net 
operating profit" ratios for an 
unincorporated retail store." 
Finally, reference should be made to 

certain differences between the pub- 
lished material on operating results and 
financial structure and the material which 


is submitted herewith; 
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The reason for putting this in was so that if 
anybody was struck by the apparent discrepancy 
between these figures and ordinary publications 
of D.B.S. they would understand the reasons, 
"The averages do not correspond 
to those published because of the 
difference in method of compilation, 
That is, for your purposes, the 
averages and range figures are 
unweighted whereas the published 
averages are weighted implicitly 
by sales ,--- 
which is logical, since it was establishments, 
rather than over-all business that was in issue 
here, 
"As an example, the published gross 
profit ratio is the percentage of 
the average gross profit to the 
average net sales, 

Range figures provided for your 
purposes were compiled in a different 
manner. The gross profit ratio was 
computed for each store and the average 
and range was then determined for 
these ratios, Therefore, a small 
store carried as much importance as 
a large store, whereas published 
averages, weighted by sales, were 
dominated by the large stores," 

These data are based on 1952 operat- 


ing resalts of independent stores. 








actions » tee Petar 


23073. 5 bon i eet | (Shawexs as. | 

‘ae egednoone eu at fehios 3 sino 

od of atten come. pyarove. edd 

Mr PRAY Oi, 2 _efse dus salensvs 
Bek a OB ae pemugtt bi 1a | bey 
disor ARE, as ne beLtanop omy sooo ah ; “i 
AM, planed: dFtowg aaog ovr tej On va cp? 
CBR YOWE: OAht io8, oxode fone: 40% Bivins | 
ae baskinete ned, tae apna bee 











Li etie, 2 2 enotenwit? yeoate, seeis 


ee seaeenoany (dona ey Panes shana a RVC | a a 
yacleh dine “ebbeesy pte ogra 2 | 
eer BA ae hoy : 
i ‘songte. ognal wid 

teroge, SEQ, Saktbie ene 


| abode 3 










-4375- Mr. MacDonald 


Since the table refers to a word which 
will be unfamiliar to some of us, "quartile", 
I should say something about it. It was 
explained to us that, to begin with, the 
individual figures for gross profit, total 
operating expenses and net operating profit 
were ranged in order from low to high. 
~ Points were then selected which divided the 
separate figures into four equal groups, 
and these points are the quartiles, 
This will be quite clear from the table. 
Thus, the first quartile is that point on 
the scale or in the range, below which one- 
quarter of the total number of separate 
figures falls; the second quartile is the 
point below which one-half of such figures 
falis; and so on, The quartile figures 
mentioned on the table are those which fall 
upon the quartile points I have described, 
Obviously, there are figures both below the 
first quartile point and above the third 
quartile point, so that the total range may 
substantially exceed the range shown on the 
table; and the latter therefore tends to 
be quite conservative, 
I am afraid that may sound a bit complicated; but 
I think it is fairly clear from the table itself, 
and apparently one of the purposes of the method 
is to get away from the extremes at the bottom 


and the top which might otherwise throw out or 
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distort your average. 

I do not think that much further 
comment is necessary. The table covers 
34 "owned" tobacco stores and 143 "rented" 
tobacco stores, all unincorporated; and 
34 "owned" appliance and radio stores and 
44 "rented" appliance and radio stores, all 
unincorporated. The total operating 
expenses appear to run from 5.3 to 12.3 
per cent in the case of the "owned" tobacco 
stores and from 6,1 to 11.9 per cent in the 
case of the "rented"; and from 13.3 per 
cent to 21.2 per cent in the case of the 
"owned" appliance and radio stores and 
from 14.3 to 29,8 per cent in the case of 
the "rented", 


Retail Trade by Kinds of Business - 
Table 10) 


The fifth and last set of figures 
relates to the level of the distributive 
trades over the last three years, Since 
some of the evidence given before the 
Commission raised questions as to whether 
there had been increases or decreases in 
the level of certain distributive trades 
over this period, we have extracted from 
Dominion Bureau of Statistics sources 
figures showing the comparative standing 
of some 20 retail trades for the years 1951 
to 1953. These 20, together with the 
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residuary classification which is also 
included, cover the whole area of retail 
trade, 

The total for all trades ranges from 
$10,660,500,000 in 1951 to $11,575,500,000 
in 1952 to $12,092,200,000 in 1953. From 
January to June in 1954 it fell off 1.5 per 
cent over the same period in 1953. Unfor- 
tunately, figures are lacking for the full 
half year 1954 in the category in which we 
are perhaps particularly interested, 
appliance and radio stores. We can, how- 
ever, compare the figures for the first 
four months of each year. Sales for January 
to April 1954 fell off by 3.9 per cent from 
the same period in 1953 for Canada as a 
whole, The reduction in Ontario was 1 per 
cent and in British Columbia there was an 
increase of 10.6 per cent. 

Unfortunately it did not give the figures for all 
the provinces, It was just a random selection 
for which the provincial figures were developed. 
So I cannot give the same percentages for the 
other provinces throughout Canada. 
Comparing the period, January to March 
1954, with the period, January to March 
1953, sales fell off by 1.4 per cent for 
Canada while Ontario showed an increase 
of 1.9 per cent and British Columbia an 
increase of 21.3 per cent. Over the years 


1951 to 1953 the sales for Canada ranged 
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from $210,200,000 to $254,200,000 to 
$278,100,000. 

Now, Mr, Chairman, since this Inquiry 
is drawing to a close I thought it might 
be useful if I were to make some very 
general observations about the information 
and the submissions that have come before 
you. 
this with a great deal of diffidence, 

I am not going to comment upon the compara- 
tive weight of any of these submissions 

but rather upon the general issues that 
appear to have been raised, I shall 
Suggest some of the questions that to my 
mind have to be answered rather than the 
answers themselves, 

It might be well to revert for a 
moment to your terms of reference which 
were to study the prevalence and effect 
of "loss-leaders" and to recommend what 
legislation, if any, is desirable to deal 
with the practice. 

Next, it may be appropriate to remark 
that every opportunity has been presented 
during the course of this Inquiry for 
interested individuals and groups to make 
representations and supply information, 
While you may feel that there are some 
aspects of the matter upon which you would 


have liked to receive more information of 
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& specific nature, nevertheless, the extent 
of the record to date does indicate that a 
large number of people did take the oppor- 
tunity afforded and came forward with sub- 
missions or information in response either 
to general or specific invitation. The 
submissions that were made to you cover a 
considerable range of interests and while 
all these interests, from manufacturer down 
to consumer, have one long-term common 
object, which is the general prosperity of 
the country, I think it would be a mistake 
to assume that the short-term interests of 
all these sections were at all times the 
game and to approach the problem from such 
a standpoint. I suggest to you that a 
practice which may be quite attractive and 
perfectly legitimate from the standpoint 

of a particular manufacturer may not neces- 
sarily be in the immediate interest of the 
consumer or in the long-term interest of 
the whole country; conversely, a practice 
that may be of immediate benefit to a 
consumer, may not be to the advantage of 
the manufacturer or to the permanent advan- 
tage of the community. This may sound 
merely trite, but I do feel that some of 
the presentations made to you proceeded upon 
the basis that what is immediately to the 


advantage of one section is necessarily to 


Ba 





Big, “mange sat itttoone: iv fa otoy os 
hike  @ a6iéa way OF aber ‘eiow dans baoteshudi | 
atta bins, eteeneddt to sit by a 
sles | aheob ‘oftd satu urn 


x 









To ys Sreqecny’ rang! od ee aati Rerecing d 
edadehe & ex ATioy ar are . part gr et 
So etéevasah sted ~teteeta ond Fits. fasréee OF 
aid sede tia da” ‘otow ehott ose ‘onan its | 
dow mie netderg ott donongea ot bag emia g 4, Che oi 
8 stadt voy of tesaue Tt .datoghnad e LA Ay i 
bia sult oovisa eine ed yan doze pote sent ie te a 
satogbaed a ods not? otnaits tzet tidootveg | ‘ 
~2edtt Foe (au TeMva patunmen satuotsred a oy 
ort 10 Seoredih ot abbélanit aii Bh od séttane | | 
90) Seorodad wed good itt ee, “60 siemiendo a 
a gold sang &  tisexevan9 atmo éLonty edt 
#6? IMeted otabnaast Yo od yeu diac a 
' a onatnivba anit Oe by ton ‘Yan Swoumyene | iad 
Wat ~aevba tnbdaierog exit ry to denitostunen add ee 
advo yen east! 1 auitio® edd, td" Sal | 

qo ene jan feet ob 4 jus bate tier 
nviqit' peboenonn, ae oF ‘ebas’ ero hiatiieceag edd oy Ae ee 
‘ay 09 ylotabbonint: eb ted dita" ae pan nit 
oF Bccoiveusiers at aba oe eco 20. ‘Seat ; Uae 













-4380- Mr, MacDonald 


the advantage of all; while I feel the real 
situation to be that this is not necessarily 
so, and that one of your problems will be to 
try, not to reconcile so much as to strike 
& balance between immediate and long-term 
advantages and between advantages to 
different sections of the community. 

I believe, in the first place, that 
certain practices which were described in 
the course of the hearings are held in the 
same light by all or practically all of the 
parties; they are common ground, This common 
ground would certainly include fraudulent 
advertising. There may be some differences, 
around the edges of the subject, as to when 
advertising ceases to be merely exuberant, 
if I may apply that term, and becomes down- 
right unfair and misleading; but there na 
nevertheless, I suggest to you a hard central 
core of agreement. The person who advertises 
one identifiable article when all he has to 
offer is a different, inferior eee and the 
person who advertises a "bargain" without the 
intention of implementing it, would get little 
shrift I believe from any of the parties who 
made nepresentattons ; This is, perhaps, a 
little different from the strict problem of 
"loss-leaders" but it is certainly sufficiently 
associated so that one of the questions, I 


suggest, that you will wish to ask yourselves 
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is this: Has the evidence disclosed 
fraudulent practices of a nature that cannot 
be dealt with under existing legislation 
and of an extent that makes it necessary to 
recommend some curb upon them. 

That illustrates, but does not exhaust 
the area in which I think you will find some 
common ground, Now, I wish to refer to a 
matter that is not common ground and that 
is the definition of a "loss-leader". 


THE CHAIRMAN: Are you going to give us 


MR. MACDONALD: I hasten to assure you 
I am not going to offer you one, 
However, I venture to suggest that perhaps 
a little too much emphasis has been pieceam 
from time to time, by all of us on the 
question of definition, Sometimes it 
seemed to me that it wasn't so much the 
difficulty of definition as a question of 
different people wishing to go different 
distances over a field which is pretty 
generally known although it doesn't lend 
itself to division into airtight compart- 
ments, Although no definition of general 
acceptance emerges from the evidence, and 
although I would not suggest one, I think, 
nevertheless, that some effort at delinea- 
tion of the problem can usefully be made, 


I suggest that there is a definable area 
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in which everybody or mostly every ocds. 
concerned would say, "Yes, that is a 'loss- 
leader!" although part of those people 
would insist upon stopping there, while 
another part would extend the definition 
to cases beyond the common area I have in 
mind, 

I would suggest to you that if you 
took the whole field of sales below what 
we will for the moment call the "suggested" 
or "shelf" price and eliminated therefrom 
what we will for the moment call "distress 
selling"; and if you then drew a line 
across the field so as to contain those 
articles which were so priced as to make 
no contribution whatsoever to the fixed 
charges relating to those soec len. you 
would then have an area which most people 
would agree fell within their definition 
of "loss-leader", 

If you come to the conclusion that 
there is a considerable area of this nature 
in which some persons of large resources 
or who are reckless of their resources 
are in fact making it difficult for other 
dealers of moderate resources then I think 
that you must come to the conclusion that 
a problem exists. You will then wish to 
consider whether you should distinguish 


between the case where there is an intent 
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to injure and no such intent; you will 
wish to weigh the disadvantages that 
attend any proposed remedy against the 
extent and seriousness of the abuse itself; 
and you will have to decide between the 
views of those who hold the "loss-leader” 
to be a monopolistic and unfair practice 
and the views of those who consider that 
any restriction imposed upon free pricing 
would engender more harm than it would 
resolve; who belleve, for Le that a 
"loss-leader" is a permissible form of 
advertising and not to be distinguished 
from other expenditures on advertising so 
long as it is not deceptive. 

A different task awaits you when you 
come to enter the next part of the field, 
the part in which sales do make a direct 
contribution to fixed charges, are the 
voice of the free Cee so to speak, 
becomes more strenuous, for they can 
argue that any new contribution to fixed 
charges is a net gain; while the people 
who would include this area in their 
definition of “loss-leader" take the stand 
that this category of "loss-leader", while 
it may be of some benefit to the person 
who employs it, creates disproportionate 
disruption and hardship throughout the 


distributive field and confers no long-term 
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benefit on the consuming public. 

Some persons would suggest that the 
last-mentioned field should be divided into 
two parts. The first part would take in 
those items in respect of which the price 
had not been determined upon any principle 
of maximising profits upon those items 
themselves, although the effect, like that 
of advertising might be to maximise profits 
over the complete inventory. The second 
part would take in those articles in 
respect of which the markup did not conform 
to the "suggested" or "shelf" price but 
was derived from an attempt to maximise 
profits on the basis of each individual 
item, Were such a distinction permitted, 
then the voice of the free pricer becomes 
louder still in the second sector; and 
the views of those who include this sector 
within their definition of "loss-leader" 
selling or, at least within the area which 
they believe a manufacturer should be able 
to control, urge chiefly that the practice 
is unfair to the manufacturer who should 
be in a position to fix his selling policy 
down to the consumer and safeguard the 
reputation of his product; and that it is 
inimical to the survival of the independent 
retailer; and, also inimical to the long- 


term interests of the consuming public 
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since an impairment of the independent 
retailer may confer monopoly status upon 
large firms, 

It is in this field in particular, I 
think, that you will be most foreefully met 
with the consideration that the perfectly 
legitimate interests of the citizen as a 
manufacturer or as a distributor may be 
somewhat different from his legitimate 
interest as a consumer, It will not be a 
question of one being right or the other 
wrong so much as a question of balancing 
these interests in the light of the long- 
term public interest itself. 

It is also in regard to the second 
sector particularly that you will have to 
consider the questions that have been 
raised as to what developments are taking 
place in the direction of more economical 
distribution and what effect any measures 
you recommend might have upon such develop- 
ments; you will also have to consider, I 
iene certain peculiar patterns that have 
already emerged in the sale of certain 
products like sugar and milk; and in con- 
sidering the effects of "loss-leader" 
selling upon the smaller dealer I do not 
think you can avoid, in order to put the 
problem in its proper perspective, giving 


some general considerations to all the 
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factors that bear upon his ability to 
compete with larger units, 

Now, I should like to approach the 
representations that have. been made to you 
from a slightly different direction. Some 
of the arguments addressed to you didn't 
really deal with the issue of "loss-leader" 
selling but argued in favour of the prin- 
ciple of resale price maintenance, As far 
as I can see it, from your terms of 
reference, resale price maintenance as such 
is not in issue before you. If you came to 
the conclusion that a serious problem caer 
by reason of nideserenrena and you think 
that it cannot be cured by any legislation 
directed against "loss-leaders" as sane 
then I suggest that your function, in the 
light of your terms of Wepanence) would be 
so to state and to appraise as well as 
you could the seriousness of the problem 
and the reasons why specific counter 
measures would be inadequate, 

Other arguments which were addressed 
to you also argued in favour of the principle 
of resale price maintenance but they were 
somewhat different from those first men- 
tioned in that they first attempted to deal 
specifically with the problem of "loss- 
leaders" and arrived at the conclusion that 


no specific remedy could be devised, 
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Certain independent merchants who 
supplied information stated to the effect 
that they or their associates were being 
driven out of business by the reduced prices 
of their competitors, Certain other 
independent merchants indicated that they 
were carrying on profitable businesses on 
the basis of prices considerably below the 
"suggested" or "shelf" prices of the 
merchandise which they sold. 

Certain manufacturers, as already 
mentioned, submitted to you that "loss- 
leader" selling damaged the prestige of 
their product, discouraged dealers from 
handling it and caused consumers to delay 
their purchases, Other witnesses questioned 
the likelihood of the first happening and 
suggested that the supplier sometimes 
contributed to his own difficulties by the 
size of his suggested margins and his 
emphasis upon price identification. 
Obviously then, this raises a question as 
to the extent to which the abuses com- 
plained about are already within the 
control of some of the parties themselves, 

Certain other information before you 
raises questions as to what extent the 
problem is aggravated by conditions of a 
transitional nature and to what extent it 


is shared by other countries and due to 
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production in some fields overtaking demand, 
You will no doubt wish to give at least pass- 
ing attention to any relationship, at such 
a time, between prices and employment, 

You also received submissions on quite 
a number of ancillary but nevertheless 
important points which I could not hope to 
cover within the time which I propose to 
take and which is now running out. Merely 
as an example, it was suggested to you that 
some product categories, like cigarettes, 
attached to themselves special considerations 
and on the subject of cigarettes, I shall 
add a short word a little later. At least 
one industry stated that its difficulties 
in respect of "loss-leader" selling could 
not be controlled by resale price maintenance, 
because the dealer was in many cases his own 
supplier and this industry suggested some- 
thing in the nature of a Government price- 
fixing board. Another organization suggested 
some measure of Government intervention in 
deciding who should be recognized as having 
the status of a wholesaler and who a 
retailer for buying purposes, 

ieee I believe that about five 
aifferent types of remedy for dealing with 
the "loss-leader" problem, as such, were 
proposed to you, 


I might interject that in dealing with these five, 
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they do not spell out five specific schemes from 
the evidence, It is merely an attempt to set out 
prototypes of the different schemes suggested to 
you. Then; 
If you come to the conclusion that there is 
a problem requiring legislative ino ven ian: 
and I am not implying that you should or 
shouldn't, then you will doubtless proceed 
to examine these proposals with great care, 
The first that occurs to me involved dis- 
cussions between the parties opposed in 
interest, under the auspices of a Government 
hepenededon in hopes that such discussions 
would result in a modification of competitive 
behaviour which would be considered accept- 
able and fair by the different parties. 

I think I should be remiss if I failed 
to interpose a note of warning here. There 
is a very thin line between an agreement 
not to follow particular prices and prac- 
tices and an understanding that other 
prices and practices will be adhered to, 

The second type of proposal that 
occurs to me is one which ours in general 
effect, permit a dealer to set prices at 
any level he wished but would compel him 
to extend that price less a wholesale 
discount to any competitor who wished to 
take advantage of it. This, it was stated, 


would allow such a competitor to put himself 
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in at least a minimum competitive position. 
The arguments pro and con that position will still 
be quite fresh in your minds. 

The third type of proposal was that, 
upon a supplier proving to the satisfaction 
of this Commission or some other appropriate 
body that a dealer had been making a prac- 
tice of ‘selling his articles within a 
recognized category of "loss-leadering", 
such supplier might be given authority to 
cut off further supplies to the dealer, 

A fourth type of proposal was for 
the informal discussion from time to time 
upon practices considered to be deceptive 
or otherwise easy leaving it, in the 
beginning at least, to the goodwill of the 
parties and the strength of public opinion 
to" efiect the cure, =~ Aree type oF 
proposal was for some kind of 2a minimum 
mark-up above laid-in cost, 

I express no opinion about the advan- 
tages or disadvantages of these proposals 
except to say that they were studied 
attempts to meet whet was considered a 
serious problem by the vneople who put them 
forward, and I have no doubt that they 
will receive from you the very careful 
attention they merit. 

Finally, I wish to say a word about 


cigarettes, because it was chiefly in this 
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field that the relationship of selling 
prices to buying prices was brought out, 
You have read the material contained in the 
Green Book; you have heard representations 
from various organizations of tobacco 
dealers; and you have had the advantage of 
hearing the vice-president in charge of 
sales of one of the leading tobacco 
companies, The dealers! organizations, or 
some of them, "--- 

definitely some of Posre since dealers! organiza- 

tions include wholesalers--- 
"_-~-felt that there were certain aspects 
of the sales policy of the companies which 
were unfair to them and which would be 
unlikely to continue if there were a larger 
number of companies with more variation in 
their distribution policies. The company 
representative, on the other hand, gave 
you the manufacturing view as to why a 
more flexible policy was not considered 
desirable, I have no doubt that you will 
weigh these different views very carefully 
and should you come to the conclusion that 
there are unfair aspects about the selling 
policy in this industry which relate to 
the position of a limited number of sellers 
and are beyond the ordinary control of 


competition, you will no doubt make a 
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recommendation accordingly and I should be 
inclined to hope that it would be a case 
where the situation would resolve itself 
in the light of your recommendation without 
any necessity for any other action, 

That is all I have to binge Mr. Geietan, 
except that it would be inappropriate for me to 
Sit down before mentioning the assistance that 
has been given by Mr, Skeoch, now sitting to my 
left, in the gathering and compiling of the 
information which came before you from the 
Director's office, whether it was in the form 
of initial information Ao tieaesal or things in 
which you yourselves had at some later time 
expressed an interest, 

THE CHAIRMAN: Does either of the 
counsel for the Inquiry wish to ask any ques- 
tions of Mr, MacDonald? 

MR, WICKWIRE: I have just one question, 
On page five of your statement, Mr. enone 
you refer to Mr. Van Mell of the Sunbeam 
Geoonee ton: and you mention that you had 
received some information from the assistant to 
the Attorney General of the United States, which 
the Commission already has, If that information 
differs from the statement of Mr. Van Mell of 
the Sunbeam Corporation, and since the source 
of it would not have been available perhaps to 


Mr. Van Mell, or the Sunbeam Corporation, in 
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the same way as it was available to atic I an 
just wondering whether or not it should be made 
available to the Sunbeam Cotcare ony in case 
they wish to produce any further information, 
Because it strikes me that that is one of the 
very big points with which this Commission will 
have to deal. 

MR, MACDONALB; wos Mr, Wickwire, I 
would be inclined to think that it should, because 
it may be that they would wish to come back and 
submit further facts or further views on the 
basis of this information, 

Since you have raised the Near perhaps 
I should summarize what was done, We simply wrote 
to the Department of Justice at Washington and 
paraphrased some of the information that had 
been given, and asked them whether they had any 
information on the same subject. They wrote 
back and sent three statements, 

I should say that the covering communica- 
tion pointed out that this information supplied by 
Mr, Van Mell had already been supplied before the 
Senate Committee considering the District of 
Columbia bill. And it was at the same Committee 
meeting that these other statements had been 
putein: 

So, in that sense, Mr. Van Mell had 
already been familiar with them. Although in 
the context of another investigation, I still 


think that it would be proper that attention 
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be drawn to the fact that those statements are 
also before this Commission in the course of 
this Inquiry. 

Now, what the statements were, were 
simply this: The first statement by the Justice 
Department was a general statement on the policy 
of the bill, and not particularly related to 
loss leaders, The other two statements were 
Statements or accounts for discount houses who 
did take issue with the figures as submitted 
by Mr, Van Mell, and pointed out various reasons 
why they thought that they were not representa- 
tive of the actual situation. 

MR. WICKWIRE: In the District of 
Columbia? 

MR. MACDONALD: Yes. 

THE CHAIRMAN: The Commission expresses 
its appreciation of the material which has been 
Submitted this morning by Mr. MacDonald nich. we 
are quite certain, will add a great deal of 
pertinent data to the material we already have, 

With regard to the Sunbeam material, 
we will examine the correspondence and statements 
and if it appears to us that it would be fair to 
ask the Sunbeam people if they desire to make 
any comments upon it, we will do so, 

So far as the rest of the statement 
made this morning is concerned, I think it is 
bound to be of particular use to us in helping 


to orient our thinking toward particular phases 
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of the problems brought before us during the 
hearings. That, most oertainiy. Wiil be a 
most useful and valuable source of information 
Por us ; 

I think this brings the public hear- 
ings in the loss leader inquiry to a close-- 
that is, barring some unforeseen circumstances 
which might make it necessary for later hear- 
ings to be held. It is our desire that the 
hearings should be regarded as terminated at 
this time, if possible, so that we can proceed 
with our task--which is the consideration of 
the mass of material now before us, and the 
preparation and completion of our report to 
the Ministes, as required by law. We think 
we have a large enough task on our hands with- 
out seeking further delays, through the presen- 
tation of other briefs in further public 
hearings, 

I think that completes all I have to 
a. but before the adjournment I believe I 
Should add that we would wish to say, in 
addition to what was said by Mr. MacDonald 
concerning the very valuable assistance he 
received from Mr. Skeoch, that we in the 
Commission during the course of these hearings 
have been very ably assisted from two sources, 
in addition to the work done by Mr. MacDonald 
and Mr. Skeoch in his branch. We have been 


assisted by the very competent work done by 
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our two counsel, Mr. Wickwire and Mr. Gerin-Lajote, 
who have devoted themselves with a great deal of 
attention and skill to the examination of briefs, 
and to the examination of witnesses presenting 
briefs, much to the advantage of the Inquiry. 

Then, we have been very materially 
assisted by Mr. Davidson, as Secretary, who on 
some occasions has had a very complex job of 
arranging for the delegations to appear at times 
which were feasible to them and acceptable to 
us. Then, in addition, Mr. Davidson has done a 
great deal of work in connection with the actual 
evidence itself, which I am sure will be of 
great use to us in our work on the report. 

I think that completes all we have 


to say at this time. 


---Adjournment, 
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OPO TELY, 


Department of Justice 
Weshing ton 


September 14, 1954. 
Mr, T. D, MacDonald 
Director of Investigation and Research 
Combines Investigation Act 
Department of Justice 
Ottawa, Canada, 
Dear Mr, MacDonald: 

This will acknowledge receipt of your letter 
of August 24, 1954 addressed to Mr. Hollabaugh, 
relative to a statement made by Mr. Herman T, 
VanMell, Director and Secretary of the Sunbeam 
Corporation, 

Apparently the statement made by Mr. 
VanMell before the Commission is similar to the 
statement which he made before the Senate 
Committee considering S-3297, a Fair Trade Law 
for the District of Columbia, The Department 
Of Pustics \cppesed this. DEL, A Copy of my. 
statement on the matter is attached, 

We have not undertaken to secure facts 
or prepare arguments relating to the statement 
made by Mr. VanMell. Mr. Albert white, a, 
private attorney representing Dalmo Sales Company, 
a discount house here, made two statements, 
copies of which are attached, directed in large 
part to answering Mr, VanMell. Perhaps these 
statements will contain information of interest 
to you. Since we were informed by the Senate 
Committee that the hearings were not being 


printed, it was necessary to secure copies of | 
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Mr. White's statements from him, He was away 
on vacation when your letter sgaeee which 
accounts for our delay in replying. 

I regret that we cannot be of more help 
to you in this matter. Should there be other 
matters in which we might assist you, please 


do not hesitate to call upon us, 


Sincerely yours, 


STANLEY N, BARNES 
Assistant Attorney General. 
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STATEMENT OF ALBERT WHITE 
COUNSEL OF DALMO SALES COMPANY 
IN OPPOSITION TO S. 3297, A FAIR 


TRADE LAW FOR THE DISTRICT 
OF COLUMBIA 


This statement is being submitted on 
behalf of the Dalmo Sales Company, A Discount 
House in the City of washington, to answer the 
supplemental statement submitted by Mr, Herman 
Van Mell, Counsel of Sunbeam Corporation, At 
the outset I would like to emphasize that I am 
answering what I consider to be the most 
flagrant misrepresentations and falsehoods 
contained in that statement. I want to point 
out that I have previously refuted much of what 
Mr, Van Mell has stated and to stress that my 
failure to comment on all allegations at this 
time does not imply acquiescence with his other 
views. 

The Sunbeam representative was very 
concerned with the 11% drop in business in 1953 
in the District while its nation wide sales 
rose 15%, As I previously testified (at the 
second hearing) there are many plausible 
explanations for the drop in sales which he 
disregards: 

1, Baltimore shipments from Baltimore 
distributors were not included in his figures; 

2, Sunbeam distributors were frequently 


out of stock during the Christmas season of 1953, 
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the biggest selling season of the year; 

3. The scarcity of Sunbeam caused a 
great deal of trans-shipping from other parts 
of the country. 

Therefore, the Sunbeam sales at the retail 
level in the District cannot be reflected by 
the sale of Sunbeam products. from the manufac- 
turer to the distributor, 

Now the Sunbeam representative is lamenting 
the fact that the overall drop in business in the 
District of Columbia in the first six months of 
1954 is greater than its drop in business nation 
wide. In the first place, he suggests that 
payrolls in the District of Columbia were 
reasonably constant (page 2 of the Supplemental 
Statement). Those familiar with the Washington 
scene know that in the latter part of 1953 and 
the early part of 1954 (and this is an additional 
reason for their possible drop in volume last 
year) the reduction in force from various 
government agencies not only dropped District 
payrolls but also created temporarily a certain 
amount of insecurity, and hence, a curbing of 
spending. Mr. Van Mell failed to mention that 
from the latter part of December 1953 to the 
early part of February 1954 there were no 
Sunbeam shipments to the District from the 
factory. Distributors and dealers were out of 
stock, Unless shipments were received from 


out-of-town distributors, dealers had no Sunbeam 
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to sell. The very figures used on shipments 
of the Sunbeam frying pan (which I will discuss 
in detail later) verify discriminatory shipments 
to the District. While Sunbeam shipments were 
not shipped into the District during this period. 
Sunbeam was making shipments throughout the 
country, 

It is interesting to note that of the 
national electrical manufacturers Sunbeam is 
the only one who is claiming loss of business 
here, What they "claim" is true of the local 
market is not even suggested by other electrical 
appliance manufacturers, Their presence here 
indicates that they "may" have suffered a greater 
loss in sales than other manufacturers. It 
Should be stated further that Sunbeam's 
hostility toward Discount Houses, whom they 
claim do a large percentage of the eee 
has probably caused the Discount Houses not to 
Stock the less popular Sunbeam products such 
as the egg cooker, baby bottle asmene iron and 
steam iron, 

On page 306, line B of the foaberednt: 
Mr, Van Mell states, "If letting the price take 
its own natural course, as has been eget as 
would increase our units sold or even sell the 
same number, we would not be concerned or be 
here." Only when Sunbeam ships to local 
distributors on a free and impartial basis can 


Sunbeam determine whether or not Sunbeam sales 
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at the retail level will coincide with their 
sales nation wide. 

While I have stated this before, I feel 
it important to reiterate that Sunbeam sales 
at the retail level have probably been as high 
if not higher than anywhere in the country 
(specially when Sunbeam products are available 
to the dealers). 

I would like to discuss in some detail 
the Sunbeam frying pan, not necessarily because 
T believe that in and of itself it is such an 
important eeotors but because Mr, Van Mell 
stressed it and dwelled on it so long, On 
page 306, line 11, of the transcript he states, 
"Discount Houses do not take up and give a 
play to a brand new unit. They wait until the 
market has been established for it ..." As 
far as the District of Columbia is soneemioas 
this simply is not true, Discount Houses 
purchased the Sunbeam frying pan as soon as it 
was available to them, 

As far as promotion is concerned, Discount 
Houses do not run advertisements on Sunbeam 
products because Sunbeam is unwilling to 
contribute to advertisements where the resale 
price is less than their recommendation and 
Dalmo Sales has been willing and is willing 
to participate on a cooperative basis with 


Sunbeam, 
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On page 9 of the Supplemental Statement 
the figures indicate that the shipments to the 
District of Sunbeam frying pans were far below 
those shipped to comparable cities, and retail 
sales in the District were below those of the 
other cities. The facts concerning the frying 
pan in the Sunbeam area are these, In the 
early part of the year (I believe in ebruary) 
Washington distributors placed with the local 
Sunbeam representative orders for the Sunbeam 
frying pan, During the first six months of 
the year, according to four out of five local 
distributors (the fifth was not available for 
comment) Sunbeam never filled those initial 
orders in full. From the time of the first 
shipment distributors were out of stock far 
more often than they had stock on hand, 

During that period dealers were out of Sunbeam 
frying pans far more often than they had it on 
hand. Therefore, the reason so relatively few 
frying pans were sold in this area during that 
time 1s because Sunbeam elected to sell less, 
Had they wanted to sell ey they could have 
sold more, It is interesting to note that 
using the figures of Sunbeam that percentage 
wise based on the number of units shipped more 
frying pans were sold in the District than in 
any of the other cities, 

In conclusion, as I pointed out in my 


statement before the Committee during the second 
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hearing, Discount Houses are a fait accompli 
not only in Washington but all over the country 
and reflect a definite trend in merchandising, 
The possible investigation by the National 
Retail Furniture Association to learn if it 
should cease supporting fair trade laws is 
indicative of this trend. I should like to 
have included in the transcript at this point 

& newspaper clipping from the Retailing Daily 
Ob Luly ate os ts 
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COPY 


My name is Albert white, and I am here to 
represent the Dalmo Sales Co., a discount 
house in the District of Columbia. 

At the outset, I would like to state that 
many of the remarks made last week in connection 
with the practices of discount houses in the 
District of Columbia are incongruous with the 
facts, I now charge that many who spoke 
evidenced such a disregard for the truth that 
they at best were guilty of gross negligence 
There was a lot of "name calling" at that 
hearing, I believe that the best way to rebut 
the "name calling" and the other charges 
made at that hearing is to define and explain 
the epithets used and then see whether in 
practice they apply to discount houses, It 
is our contention that except for the fact 
that their prices are lower, discount houses 
differ in no way from other retail establish- 
ments. They stock and display deneettes. 
have a large investment in their business 
and are here to stay. | 

First, I would like to discuss the term 
loss-leader. Loss leaders as applied, for 
example, to a grocery store describes its 
practice of selling certain items within a 
cent or two of their cost, sometimes below 


their actual.cost. They do this because 
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their experience is that sufficient customers 
will buy other items at regular prices to 
balance out their losses. But the charge is 
not true, as made by Mr. Sundlin, that it is 
necessary for a discount house or that it is 
the practice of a discount house to balance a 
cut price with a higher than usual price on 
Other merchandise. EVERY ITEM SOLD IN A 
DISCOUNT HOUSE IS SOLD AT A DISCOUNT AND AT A 
PROFIT, TO THE DEALER. Every item within a 
category, such as mixers, toasters, irons, is 
sold at approximately the same percentage of 
discount. What variation there may be is due 
to the variation in cost to the dealer, How 
then does the charge stand that advertised 
items by the discount houses serve as loss- 
leaders, Clearly this is not the case, 

Along with this same argument the same 
Speaker claimed that there was price juggling 
whereby inferior goods are sold at high 
prices, He was vague as to how they accom- 
plished this, 

I would like at the conclusion of my 
talk to place in the record the advertisements 
that I have before me, These advertisements 

indicate that Schick, arabe and Remington- 
Rand shavers are all advertised at approxi- 
mately the same discount. When the customer 
enters the store what other shaveris the 


discount house salesman going to switch him 
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to in order to get the alleged high price for 
inferior goods. None, because they handle no 
other brand of shavers! And if they aia, is 

it the contention of the proponents of this 
bill that the consumer is so naive that he 
would pay a higher or unreasonable price for 

X brand of shaver which he did not come to buy, 
rather than purchase one of the brands better 
known to him at a lower price? Take the mixer 
category, the coffeemaker category, any 
category. It's the same story with almost all 
of the items that they carry. Discount houses 
can't take the time and effort to sell off- 
brand merchandise. Discount houses aren't 
interested in handling an item unless it has 

a rapid turn-over, Dalmo, for ae es doesn't 
carry any off-brand merchandise, 

The speaker spoke of monopoly... since 
Dalmo first situated itself on llth Street, 
two competitors have gone into the same 
pusiness on the same block. Still another is 
a block away, and several new discount houses 
have opened up in their general area, Does 
this sound like a monopoly? 

The Better Business Bureau was heard 
from shortly thereafter, and it listed some 
grievances against discount houses, The 
charge was made that the misrepresented 
the prices. Where is the misrepresentation? 


The store advertises merchandise naming the 
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recommended resale price and beside it a 
discount price. When the consumer comes to 
buy the item, he can do so, There is no 
misrepresentation of any kind. 

"Bait advertising" was another accusation 
against discount houses made by the BBB. Bait 
advertising, basically, is the advertising of 
an item at a very low price. When the customer 
seeks to purchase the item he finds that either 
the dealer is out of stock or the dealer so 
discredits the item advertised that the consumer 
won't want to buy it. The salesman then tries 
to sell him something else. In the first ere 
discount arses don't engage in bait advertising. 
As I explained before, they don't try to switch 
the customer to something else, their mark-up 
is about the same on every item within a category 
so that it is immaterial to the discount house 
operator which particular item is selected by 
the customer. Furthermore, they not only don't 
engage in this practice, but they help prevent 
this practice, Popular items are sold at such 
a low price that other dealers can't lure the 
consumer with lower priced baited items, 

There is nothing in the proposed Fair Trade 
law that even attempts to correct or remove "bait 
advertising", That brings me to a point that 
I would like to especially emphasize to the 
committee: THERE IS NOTHING IN THE PROPOSED 


FAIR TRADE LAW THAT IS DESIGNED TO CORRECT THE 
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EVILS WHICH MAY BE PRACTICED BY A SMALL NUMBER 
OF DEALERS AS REGARDS UNETHICAL TRADE PRACTICES 
OR MISLEADING ADVERTISING, 

The BBB also claimed that there was no 
adjustment on defective merchandise sold by 
discount houses. Now I feel certain that they 
know that Lepperts, Edgar Morris, GE Supply Co., 
Carl Daubers, and the Schick and Remington-Rand 
repair stations are the authorized repair stations 
for almost 100% of the Fair Trade items handled 
by the discount houses in the District of Columbia. 
These are the same authorized repair shops regard- 
less of what store or type store the item of 
merchandise is purchased. There is a one year 
manufacturers! warranty to repair or replace any 
defective part. Since the customer has one year 
free service at no charge, what is the basis for 
the complaint by the BBB? 

As recently as about a week ago, a repre- 
sentative of the BBB came to Dalmo Sales Co, 
and asked for and received their cooperation in 
checking the credibility of the advertising of 
another local merchant. If they sincerely 
believe discount houses to be so evil, would 
they have relied on them for information? 

One of the speakers suggested that 
government control at the retail level and the 
having of but one brand per category would be 
the result of no Fair Trade. From 1890 until 


the thirties there were no Fair Trade laws, 
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but surely there was competition in appliances 
then just as there is now. Food items aren't 
Fair Traded to any extent, but there are certainly 
many competitive brands and no government control. 

The Sunbeam representative expressed a 
great deal of alarm at the fact that there was a 
substantial drop in the amount of business done 
by Sunbeam in the District, while its overall 
business in the rest of the country increased in 
£955. .f£ don't question his Tracts, buy st do 
question his omission of several pertinent facts. 
The figures that he gave represented the sales 
from the Sunbeam factory to the Washington 
distributors solely. 

In the first place, Baltimore shipments 
by Baltimore distributors into this area were 
heavy in 1953. This would not be reflected in 
the figures given, 

ssaoonte in the fall of last year when 
the vast bulk of appliances are stocked and 
sold for the Christmas business, Sunbeam dis- 
tributors were frequently out of stock, because 
Sunbeam wasn't shipping into this area all of 
the merchandise that the distributors and dealers 
needed. If they had shipped more as they could 
have, they would have sold more. They ELECTED 
to sell less! 

Furthermore, as a result of this policy 
on the part of Sunbeam, dealers and distributors 


had Sunbeam merchandise shipped in from various 
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out of town sources, Therefore, at the retail 
Sales level, the picture is in no way the same 

as at the manufacturer's level, In the light of 
all of the facts, the conclusion that discount 
houses caused Sunbeam to lose sales in Weshington 
cannot be drawn. 

One or two of those who spoke mentioned a 
basement store that adds $1,00 to every item 
tea sells and has the customer pick out the 
merchandise that has been dumped there, I 
question this. The firm that I now represent 
has been in business many years; it knows of no 
competitor that so operates. Is it their con- 
tention that an item costing $2.00 would be sold 
for $3.00 and that an item costing that dealer 
$100.00 would be sold by him for $101.00? I 
would be curious in knowing who the dealer ioe 
and I feel that the committee should inquire as 
to who it may be. As I stated before, discount 
houses are not too unlike other dealers -- they 
have large displays of ee they have 
large investments in their businesses. 

Not only is Fair Trade ineffective against 
the ills that it charges discount houses with 
employing such as those that I have described, 
put it isn't even effective in maintaining Fair 
Trade prices, According to Retailing Daily, 

a trade journal, Fair Trade is ineffective in 
the United States. More and more discount 


houses are coming into being all of the time -- 
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even in the 45 states that have Fair Trade laws. 
New York has several hundred discount houses, 
They are a fait accompli; it reflects a definite 
trend in merchandising in this country - it is 
in no way a fly by night operation. With the 
exception of a few manufacturers, enforcement 

is lax even by those who go to the trouble to 
fair trade their items, Indeed, Landers, Frary 
and Clark, manufacturers of Universal motte ra. 
have removed their appliances from Fair Trade 
in the state of New York because they admitted 
that they couldn't enforce it. 


I have been attempting in my remarks to 
answer false charges against discount houses, 
This has not permitted me, except cueidentertys 
to discuss the advantages to the consumer of 
making purchases at a discount, Those who 
spoke for the bill, the Better Business Bureau, 
pocsein Sunbeam, the Board of Trade, and others 
I don't now recall, constitute a small minority 
of the population who are directly concerned or 
represent those dealers and manufacturers who 
are directly concerned with the enactment of 
the proposal. Admittedly, I represent a dealer 
who along with others like him represent a small 
minority of the population who are anxious to 
have the proposed bill defeated, The Federal 


Trade Commission, The Justice Department, and 












het ah 


A rene « 





Pe et ee , anal: 7 


od Gleaor? Oat Gt om tthe eictit Ye seve et sk ; 





a ‘ , ‘¥ 
_ ry 
« mw ee é ¥ a ged. oo _ . © 52 
$ St af ry RSS ee t Dd re Aa oh > Br Ge i ‘Ss, he ee) 17 ss 
| rh enn 
me he 
° < ox Wh pen eam fh 
, iP We OG VSB OV Eno "ly pets Oe Tae ae ra[D pare 4 
{ j 
a pe; ee a _ q f Ti ‘ = ht ole rame. > tw , 
Shae? what meet Rete riage sas hav onet ever 
é 
ub > by - — Pt ve > AF 4 
pity 3 Lhe } lac Ghee "tet (2. . 
/ Eh wien tere ff 
Pn Se <f y st ’ 1 
aoe 2 a 
q 7 
+ j 


S « ’ “7% dace Pokey ‘ 
ee RE PEL RR ORT De ae vie. SS ria ' 
4 wt $ . ar i es eee > 
cv FOve} Biesen we i 5 anh “ Re 4 ‘ TE 19 3} ote 4 ‘THOVE 
or 
z 1) 
4 Ay 4, by ¢ P {4 tat 
Parva ius 7p Mane r yO Sere ih 69.0 2 2 2 bea fOPTed POM ea aes 
i ; i 
‘ ; ff - ~ “ v de “+ on n 
"ee LG ot Sakd ws wl ant ¢ 7 ‘3 eT 3.55 V SOF hie a SY jath od 
; } 
. -; Mira 20. we r tm par ard venere 7 Pat choy a 7 
f bm Bes a A P bw oD te 3 odin tN Bao Uy. Sita Be ; 
' S yi a rite * ‘: : paves aa aN a iat Ve 
fides sae Un hg ee, RT Pa, tet a ee ae ee ae i 
2 a al at Mie Baran rk <> Bat a he Fin Oh es a | etl oh Aw obi 4 + P abe’ ala al i a Ge 
. 
A ve ; 
ry RE ae bi man OT Pa Fists + ee aie ee yet ‘all 
ee cats i Bt PS | SOS TO DRG is Liar HENCE ne 
j c , 
bia ; ay & 
® ne al oh 0 gre rig made! an 
Peron gy. ¢ Fee) Ao She Por ery eS Ya "HOD @ 
1 p 7 . hae 
«i a a 
im) Xr are i é 
ce PIPES OID Va Toe Sy ie Ody nottetooem eae Be 7 
oy ; ru 
¥ 
Chak: ee Door 
' es P Pl me nd r = 4 
wit stxormsiooteaec bas Sineaa arnait iV Ssenert 
i 
‘ : a : 
+ sind ke pep & pe Eee At tags fi 
y Setentasie add dobw hexksonos gi hoses ere 
' 7 , 7 ae 
a, LS ” ‘ baled Dect iy § 5. ps 4 Eu ‘ae ast aed Late 
a os | - as “4 <l ov Oy ey te ee ee ee oF . ; 
esl saeah Be Teeegegeay of «ee sets Mest. ~Lesege TZ Bary hg : 


, BE nen eines P py geet | o py P 
7 filam » caecataey wit ont agxedito ddiap MOLS Ot . 


Fi i ; ; . /% af s a : " : 
ar ante EXt8 ors ow aed id lai ont TO" ya seemae fry 
vy ‘ewe yas bi : ae, 14 i i 
{ nection ef" vhoseaten oe m1 » Pena mee sett Wat  } ite 









a 


a 


ve i rf it 
ies 


: i 
. in 
i 


bres soronidyoitert Solteut ed? Kotos hie ShRET pe 


he ; + 






TU 


-4413- APPENDIX "A" 


The District Commissioners who because of their 
position can be assumed to be free of personal 
bias and objective on the matter all oppose the 
bill. However, the most important group to be 
heard from is a group who is not engaged in 
business or affiliated with a business association 
and not concerned from that’ point of view. That 
is the group of consumers who deal with discount 
houses, 

Ask the groups who represent the housewife -- 
Mrs, John Doe -- ask her if she sees a wide display 
of merchandise on hand at discount houses, Ask her 
if she gets the benefit of the manufacturer's 
warranty when she buys at a discount house; ask 
her if the savings she receives enables her to buy 
more merchandise than she otherwise could -- spreads 
her dollar farther, Ask her if the advertisements 
are false or misleading--- or does she get what 
is advertised at the price advertised? And 
finally ask her if she would like to start paying 
a lot more money for the items she buys. The 
growing success of discount houses testifies to 
their fair dealing. 

Representatives of the eee senators, 
Supreme Court justices, high government officials 
deal repeatedly with discount houses, would they 
do so if the charges that this committee has heard 


were true? 
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Statement of Stanley N. Barnes 
Department of Justice 
before the Senate District Committee 
One 5 
F mien 32907% 
Fair Trade Act of the District of Columbia" 


July 13, 1954 


I am glad to appear before this Committee 
in response to its request to present the views 
of the Department of Justice with respect to 
S. 3297, @ bill to provide so-called "fair trade" 
for the District of Columbia, 

AS was made clear in our report of June 3, 
1954 to the Chairman, the Department is opposed 
to the enactment of this bill. Under so-called 
"fair trade," a contract between a manufacturer 
and a single retailer fixes the price of a 
commodity for all other retailers within a 
state, Price competition among retailers is 
thus largely eliminated, Without competitive 
pricing, the form of competition may remain, 
but the substance is lost. That is why price- 
fixing has long been unlawful per se, ; 

The legislation presently under consideration 
goes far beyond the earlier enabling statutes and 
would place Congress on record as affirmatively 
favoring insulation of certain segments of the 
business community from the rigors of competition, 
The Miller-Tydings Act exempted from the anti- 
trust laws and the Federal Trade Commission Act 


vertical minimum price-fixing contracts (1) which 
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involve trade-marked or branded commodities, 
(2) which are in competition with other similar 
commodities, and (3) when such contracts are 
valid under the state law of the place of resale, 
The McGuire Act, following the Schwegmann 
decision, permitted the binding of persons not 
parties to the contracts. Both Acts, however, 
were described as merely enabling legislation, 
which "does not commit the Congress to a national 
ot Bi The House Commerce Committee's 
report on what became the McGuire Act stated that 
the bill "would permit the several States to 
experiment further with fair-trade legislation," 
The sponsor of the bill, Mr. McGuire, stated on 
the floor of the House: 
This bill is merely an enabling 

Measurew «i « Alt we-are doing 1s to 

make it possible for States which believe 

in the principles of price maintenance 

to enact appropriate legislation, ae 
It is apparent that Congress did not intend at 
that time to do more than permit the states to 
effectuate their own policies, 

The suggestion has been made that this 


resale price maintenance system permits 


l/ 8. Rept. 2053, 74th Cong., 2d Sess. See also 
HyRept 3625.7 5th Cong, ist-sesa., 

o/h. Rept. 1437. Ged: Congs:,, ediisess 5. p.5% 

S/o 95leCone . Recs. 3672: 
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competition at the manufacturing level "where it 
belongs," the implication being that retailers 
Should be insulated from competition, Experience 
has richly demonstrated, however, that competition 
at all levels of our economy is in the national 
interest. Competition has kept our free enterprise 
system strong and viable. Its suppression by 
either governmental regulation or private agreement 
is inconsistent with basic American principle. 

How does suppression of competition result 
from so-called "fair trade"? It is obvious that 
price competition on "fair-traded" items is 
eliminated among retailers. What is perhaps less 
obvious is the fact that competition at other 
stages of distribution is also impaired. While 
the so-called "fair trade" laws ostensibly prohibit 
horizontal agreements, the same result is achieved 
on the manufacturing or distributing level when 
competing manufacturers or distributors sign 
Similar "fair trade" contracts, Parallel vertical 
contracts make superfluous horizontal agreements 
not to compete, 

While great emphasis is placed on protection 
of the manufacturer's "good will," the fact 
remains that the great impetus behind so-called 
"Fair trade" comes from retailing groups, not 
from manufacturers, "fair trading" has, in Sag 
been most effective in those fields in which 
trade associations are strong enough to "persuade" 


manufacturers to "fair trade." The Department of 
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Justice has in the past brought criminal cases 
against a number of trade associations for 
activities going beyond those contemplated by 
the Miller-Tydings exemption to the Sherman Act. 
Defendants in these cases were charged with con- 
spiracies to raise, fix and maintain prices and 
with persuading producers to enter into agreements 
to fix prices at a level to give retailers a 
desired margin of profit. Methods of persuasion 
included boycotting noncooperating manufacturers. 
Pleas of nolo contendere were entered in each 
case and fines were assessed against the 
defendants, 

Under so-called "fair trade," price-fixing 
arrangements are entered into by private parties 
without public regulation or supervision, The 
public interest is not represented at any stage 
of the negotiations. The resuit, of course, is 
higher prices for the consumer, While "fair 
trade" proponents refer to statistical studies 
purporting to show that prices are lower under 
"Pair trade," it is suggested that the use made 
of these studies is of questionable validity. 
For instance, a witness before this Committee 
has implied that a study showing this result 
will be based on the Consumer Price Index of 
the Bureau of Labor Statistics. It should be 
pointed out, however, that the Consumer Price 
Index gives by far the largest weight 


(approximately 71%) to items which are not 
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"fair traded." Frequent reference is also made 
to surveys by A. C. Nielson, but the report of 
the survey itself, so far as we can determine, 
has never been made available, 

So far as we know, a complete survey of 
"fair trade" and non "fair trade" prices has 
not been made, It may be noted, however, that 
at the time of the hearings on the McGuire Act 
in 1952, price comparisons placed in the record 
Showed that the consumer paid higher prices in 
so-called "fair trade" states than in non "fair 
trade" areas, A comparison of prices of drug 
Store items in April-June, 1954, obtained from 
the advertisements of drug stores in the 
District of Columbia, showed that on 736 items of 
ordinary drug store business the "fair trade" 
price totalled $2,241.10 and the non "fair 
trade" price on the same items totalled 
$1,602 44, or a saving of 28.4%, In the 
appliance field, a similar comparison of 
so-called "fair trade" prices and the prices 
of a low mark-up outlet in the District on 
245 items showed a total of $6,142.33 under 
"fair trade" and $4,442.69 for the same items 
under the latter's prices, or a saving to the 
consumer of 27.7%. 

The retailers selling at the lower price 
are not using these items as loss leaders; even 
at the lower price they are taking their mark-up 


and making a profit. For instance, a certain 
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mixer costing retailers $29.70 in 1952 was "fair 
traded" at $46.50, while non "fair trade" 
retailers sold it for $34.79, Certain razor 
blades have a gross margin of about 58% as 
compared with a non "fair trade" margin of about 
26%. A certain vacuum cleaner shows a gross 
margin of 93.4% as compared with 29% for non 
"fair trade" areas. The list could be extended, 
but it is evident that there is a considerable 
area for price competition below so-called "fair 
trade" prices and above veteiler cost prices, 

It is»evident that ‘fair trade’: does not 
benefit the consumer, At the came time it 
deprives a businessman of nis right to decide 
whether he shall compete bv lover prices and 
less service or by higher vrices and more 
elaborate services. By fixing the price high 
enough to profit the loss efficient, it takes 
away the incentive of the more enterprising 
businessman to increase his efficiency, 

It hes been noted» that amone the proponents 
of so-called "fair trade’ for the District of 
Columbia are representatives of national 
organizations, Obviously, so long as the 
District of Columbia is cutside the "fair trade” 
orbit, it affords consumers a basis for price 
comparison and makes it a little more difficult 
to increase mark-ups under "fair trade," so it 
is not surprising that business groups outside 
of the District are anxious to eliminate this 


basis for comparison, 
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In closing, I would like to reiterate the 
views expressed in the Department's report of 
June 3, 1954, concerning S. 3297: 

Enactment of this bill would give 
immunity from the antitrust laws to a 
segment of the business community. It would 
further place the Congress on record as 
favoring elimination of price competition 
among retailers, with (1) resultant higher 
prices to consumers; (2) the throttling of 
initiative of retailers, who would be 
deprived of the choice of whether to take 
&@ small mark-up and make their profits in 
volume sales and low overhead rather than 
in higher mark-ups on fewer sales; 

(3) advantages to the chains and other 

large outlets, which can market their 

private brands below the prices fixed 

on the fair traded goods of their smaller 

competitors; and (4) opportunities for 

boycotting and other coercive tactics 

to insure cooperation, 

Because this legislation is (1) incon- 
Sistent with the basic philosophy of the 
antitrust laws, (2) is susceptible of use 
as a cloak to hide general price-fixing 
activities, and (3) impairs competition 
at all levels of production and distribu- 
uae the Department of Justice is 


opposed to its enactment, 
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Copy 


Room 746, 
Justice Building, 
August 24, 1954 


Mr. Marcus A, Hollabaugh, 
Anti-Trust Division, 
Department of Justice, 
Washington, D.C. 
Dear Mr, Hollabaugh;: 

In the public hearings before the 
Restrictive Trade Practices Commission on "loss- 
leader" selling one of the organizations that 
made a submission was the Sunbeam Corporation 
whose spokesman was Mr. Herman T. Van Mell, 
Director and Secretary of the Company. 

Among a number of points made by Mr. 
Van Mell was one dealing with the volume of sales 
made by Sunbeam distributors in the District of 
Columbia, According to Mr, Van Mell, Sunbeam 
appliances had formerly been carried by about 
650 stores in the District and as a result of 
price cutting, many of these stores had dropped 
the Sunbeam line and in 1954 90 per cent, of 
the Sunbeam business was done by 20 discount 
houses, The result, he claimed, was a substantial 
decline in their sales: in 1952 sales to distri- 
putors in the District of Columbia were $613,000, 
whilst in 1953 they had dropped to $545,000. At 
the same time throughout the United States, 


Sunbeam sales had shown an increase in 1953 of 


15 per cent. 
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I was wondering if the Anti-Trust 
Division, in the course of its work on the Sunbeam 
case, had undertaken any inquiry into this question 
of the volume of sales in areas where price 
reductions were common, For example, would sales 
to distributors in the District of Columbia 
necessarily show the same pattern as retail 
sales? The point that I have in mind is whether 
discount houses in the District of Columbia 
might not make some of their purchases from 
distributors with which they had established 
contacts outside of the District of Columbia. 
If this were the case, then sales to distributors 
in the District of Columbia might reflect what 
was happening to the sales of the "regular" 
outlets for Sunbeam appliances whereas at least 
part of discount-house sales would come from 
purchases made through sources other than the 
regular distributors in the District of Columbia, 
I understand, Pen tvembonss that some discount 
houses have established outlets in the District 
of Columbia with the specific purpose of operating 
a mail order business to nearby "fair-trade" 
states, which would also appear to increase the 
volume of sales of Sunbeam appliances in this 
centre, 

I would appreciate very much any 
information that you may be able to give me, so 
that I may make it available to the Restrictive 


Trade Practices Commission, either on this 
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4403 - APPENDIX "A" 


Specific point or on the more general question 
of the effect of price cutting upon the volume 
of sales not only of Sunbeam appliances but of 


any other branded consumer goods. 


Yours very truly, 


(Sgd.) T. D. MacDonald 


T., D, MacDonald 
Director 
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RESEARCH ON SEPTEMBER 18, 1954 
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(4) 
Table 1 


Failure Rate Per 10,000 Firms in Canada 


Failure Rate Failure Rate 
Year Per 10,000 Year Per 10,000 
1900 140 Loaf eo 
1901 145 1928 120 
1902 116 1929 128 
1903 101 1930 152 
1904 125 1931 143 
1905 132 1932 161 
1906 sa 1933 138 
1907 116 1994 90 
1908 145 1935 78 
1909 123 1936 71 
1910 104 1937 55 
Kio Ales LOZ. 1938 58 
1912 99 1939 72 
1913 119 1940 64 
1914 194 1941 49 
a5 110 1942 36 
1916 iA 1943 a 
1917 77 19AL 6 
1918 62 1945 6 
1919 54 1946 7 
1920 ie) 1947 a5 
1921 19 1948 23 
1922 228 1949 27 
1923 195 1950 32 
1924 148 1951 36 
1925 Al 1952 ems 
1926 128 1953 Ad, 


Source: pun's Statistical Review 
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(iv) 
Table 3 


COMMERCIAL FAILURES BY INDUSTRY AND CLASS 


CANADA, Ist and 2nd quarters 1953 and 1954 


Source: Dun's Statistical Review, August 1954 
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ist Qtr. 
1. Manufacturing (No. ) 38 
(Liabilities) ahs AEE pe. 
2. Wholesale Trade (No.) 25 
(Liabilities) te 510 
3. Retail Trade (No.) 136 
(Liabilities) cn PGs 
Foods (No.) OL 
Farm Supplies 
Gen'l Stores (No. ) 08 
Gen'h'Merohandise » (No.) 07 
Apparel Jj (No.) 25 
Furniture, H'sthold 
Furnishings (No.) 06 
Lumber, Bldg. Mtls. | 
Hardware (No.) 121 
Automotive 
Products (No. ) 20 
Restaurants (No.) — Ue 
Drugs (No. ) 02 
All Other (No.) 12 
4. Constructions Pee Be) 
(Liabilities) 000 943 
5. Commercial Service (No. ) 10 
000 193 
6. Total (No.) 21,2 


(Total Liabilities) 000 5a Ode 


2nd Qtr. 
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2,792 
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Table 4 


UNITED STATES, lst and 2nd quarters 1953 and 1954 


1. Mining and 
Manufacturing 


(Liabilities) 

2. Wholesale Trade 
(Liabilities) 

3. Retail Trade 
(Liabilities) 
Food & Liquor 
Gen'l Merchandise 


Apparel & 
Accessories 


Furniture & Home 
Furnishings 


Lumber, Bldg. Mtls., 
Hardware 


Automotive Group 


Bating & Drinking 
Places 


Drug Stores 


Miscellaneous 
Retail Trade 


4. Construction 
(Liabilities) 

5. Commercial Service 
(Liabilities) 

6. Total 


(Total Liabilities) 


Source: Dun's Statistical Review, August 1954 
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Table 5 


COMMERCIAL FAILURTS IN CANADA 


FOR THE 1ST AND 2ND QUARTERS 195 





WITH COMPARISONS 


Totals for lst and 2nd Quarters 


Lee g Ue BSS pi Wh 
ist. Str. 2nd Otr, Ist Otr. 2nd Str. ist Otr. 2nd Our. 

TRADE 
CSNSre Lu SCOLCSiy ose ceesese 29 26 16 9 14 5 
Oi aln Sidenote! eicistous-s: & 27 22 18 ay 18 15 
GOT SEGIONOTY. Belisle veces 13 a) 8 2 2 ue 
Drink and Tobacco .....-- ff) 5 6 1 6 vA 
Se Wc Ee) a rr 19 15 10 iui Ly 10 
Boovsrand SHOGS esescsacse 8 ¢4 3 3 7 4 
PAGE ie icacia sltie's's <0 soe 16 12 9 3 8 a 
RO Eas cn eieietals vintoieaiocas 36 25 u 23 19 16 
Drs Go Lb luge see's oss oo 0 13 a} 8 12 6 h 
Books and Stationery .... , 2 2 4 5 6 
PUBOMOD ILC Av ckce cece secs 17 13 6 4 13 2 
ESS DCE ares ee anuea 7 6 2 5 #4 4 
Electric Apparatus ...... 23 a 2 10 14 8 
POWUCEEY cc's binislsleie sis a Pee 11 5 8 12 8 LY 
COgLUANA WOO0 sca.ss ss 0 06 : soe 6 2 3 8 tg 
Drugs and Chemicals ..... 9 6 5 5: 19 1 
Mieeaibancaus). cs... es se Ld, 36 26 23 23 28 
UO UONME TGA Om e slale 6 eels eeleve ei «ice 299 231 146 TAL 186 p52 
Total Manufactures ...... mre 127 99 85 We: 91 83 
Ot OeTVICe ssisse esses Ae £0 99 60 65 86 64 
Recs Oib ews sieleis 4) elels: eles s/s ae LAL EOD 91 ies 107 95 
GRAND TOTAL «. sess Uo etn city ; 680 530 382 Bo: 4,70 394 


Source: Dominion Bureau of Statistics 
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Table 6 


D.B.S,. Yearly Totals of Commercial Failures under the 
Provisions of the Bankruptey and Winding Up Acts 
a EO a ee AO ee 





1950 1951 1952 1953 


Trades (Total) 502* 570% 569% 650 
General Stores A5 56 53 62 
Grocery 60 65 56 61 
Confectionery 4 30 27 28 21 
Drink and Tobaceg 4 10 20 Lid 
Fish and Meat 4h LA 38 43 
Boots and Shoes 19 16 22 iy 
Dry Goods 32 24 27 32 
Clothing 67 75 66 86 
Furniture aly 28 24 30 
Books and Stationery 15 20 17 ay 
Automoodile Re 16 26 30 
Hardware da 23 KG 20 
Electric Apparatus L Pall 31 50 
Jewellery 19 27 24 36 
Coal and Wood 17 21 15 5 
Drugs and Chemicals 14 8 4 21 
Miscellaneous 82 $3 91 wal 

Manufactures 257 269 305 359 

Service 273 255 279 286 

Other 193 3C3 

Not elassified 77 305 356 

Total 1,302 1,399 1,509 1,657 





* Figures in these columns are amended figures issued in following year. 
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(xiv) 


Table 10 


ESTIMATED RUIATL TRADE BY KINDS OF BUSINESS 
Source: Retail Trade, Dominion Bureau of Statistics 
(in tiillions of dollars) 


Jan. to June 
1951: 1952 1953 1954 over Jan. 


to June, 1953. 


Se ototal, All Trades LOVESO 5 Ae 5 ieee ee - 1.5% 
2. Grocery & Combination Stores 1390022, 230399.5 2,120.5 #5 0% 
3. Meat Stores L764, 164.4 169.6 $3.58 
4e General Stores 519.4 546.3 5320 - 0.6% 
5. Department Stores 914.8 596.0. 15028.6° | 22.57 
6. Variety Stores 195.6 2357 Ooi) ee Sede 
7. Motor Vehicle Dealers L58e922 )  2,12932) 23274.66 oo Soe 
8. Garages & Filling Stations Ai oe? 50S ek 5A2 oh + 2.4% 
9. Men's Clothing Stores 201.7 209 4 203.6 = 6.4% 
10. Family Clothing Stores 193.0 203.2 203.3 = 4.1% 
11. Women's Clothing Stores 192.8 203.8 209.5 - 3.5% 
12. Shoe Stores 112.5 116.4 118.3. = 4.5% 
13. Hardware Stores 226.6 235.0 248.8 - 3.1% 
14. Lumber & Building Materials ; 
Dealers B71 50 380.1 422.8 ii 
15. Furniture Stores 146.3 Ula? 183.9 5 oO 
16, Appliance & Radio Stores PLNODE, Polen 278.1 N/A * 
17. Restaurants Booed A ied 446.6 - 2.5 
18. Goal & Wood Dealers 230.8 patie? EARS 2 Shir 
19, Drug Stores 248.3 267.1 275.02 + 0.5% 
20. Jewellery Stores 104.6 116.0 119.4 10.98 
21. Tobacco Stores 78.3 89 3 Qh oh, - 1.0) 
gew ALL Other Trades so506 25049.0 2,169.7 ~ O26) 
“Por the period January to April, 1954 over January to. April, 1953, retail sales 


° 


of "Aonliance & Radio Stores" showed a reduction of 3.9% in sales for Canada ac. 
2 whole. It is interesting to note that Ontario showed a reduction of only 1.0 
and British Columbia an increase of 10.6%. For the veriod January to March, 195 
over January to March, 1953, for the same stores, there was a reduction of 1.4% 
for Canada, whilst Ontario showed an increase of 1.9% and British Columbia en 
increase of 21.3%. 
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